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Draw this 
rofitable Parallel 


between your plant and 


your oO fice 








Everything’s mechanized efficiency in the 
plant. No waste motion or effort there. No 
obsolete machines or equipment tolerated. 
Proper and up-to-date tools are provided for 
every job. And the production manager never 
hesitates to recommend the purchase of the 
most modern and efficient equipment. 

What a shining and profitable example for 
your office to follow! After all, there’s no 
reason why your office should lag behind your 


plant in mechanization and modernization. 
Modern machines and methods can give your 
figuring and accounting procedures regular 
production-line efficiency and economy. Office 
mechanization can stop the addition of tem- 
porary heip, lighten the overiime burden and 
solve the problem of rising office costs! 

Why not call in your Burroughs representative 
and let him show you what can be done? 
Burroughs Adding Machine Co., Detroit 32. 
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WHEREVER THERE’S BUSINESS THERE'S Bu rroughs 


THE MARK OF SUPERIORITY 
IN MODERN BUSINESS MACHINES 
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A USERS ATTEST, Ditto sees eye-to-eye with you on profits. 
regardless of your size or kind of business. Here’s why: 

Ditto speeds paper work. With Ditto, ONE writing does it; 
NOTHING is written or typed more than once—a substantial saving 
in time and work, and a complete defeat of human error. Inquire 
about a Ditto One-Writing System keyed to your production, payroll 
or order-billing needs. 

Beyond that, Ditto is a DUPLICATOR. Ditto prints anything 
written, typed, printed or drawn, in one to five colors at once—forms, 
memos, house organs, specification sheets and the like. 

Users’ experience proves that Ditto saves from a few hundred 
dollars (more than the machine costs) to many thousands of dollars 
a year—but the greatest Ditto betterment is in speeded routines and 
reduced error. Check and mail the coupon for eye-opening data on 
Ditto’s application to your own routines—now. 


TRADE MARK REG. U, S, PAT. OFF, 


PRODUCTION 
PURCHASING 
PAY ROLL 


ORDER-BILLING 





MANUFACTURING 


OOrder and Billing Systems 

O Parts Order 

D Assembly Order 

O Purchase Order Receiving 
Systems 

O Payroll Systems, Account- 
ing Reports 

0 Salesmen’s Bulletins, Price 

Book Sheets, Quotas, etc. 

0 Charts, Maps, Graphs, 
Drawings, etc. 

OC) Accounting Statements & 
Reports 


WHOLESALERS 

Oo Order and Billing Systems 
] Salesmen’s Bulletins 
D Price Book Changes 


FINANCIAL 
INSTITUTIONS 
D Daily, Weekly and 
Monthly Statements 
0 Trust Reports, Stock 
Transfers 
0 Installment Loan Systems 


INSURANCE 
COMPANIES 


D Policy Card Records, 
1 Bulletins to Agents 

1 O Reports, Statements & 
' Abstracts 

' CD Abstract of Claim 


DITTO, INC., 6045S. Oakley Bivd., Chicago 12, Illinois 
Ditto of Canada, Ltd., Toronto, Ontario 


In Canada: 


PUBLIC SERVICE 


OD Requisition and Purchase 
Order Systems, Bid Re- 
quests 

0 Accounting & Finance 
Statements 

O Drawing & Sketches 


RAILROADS 


D Passing Car Reports, 
Operating Reports 

0 Car Interchange & Inter- 
line Exchange 

© Accounting and Financial 
Statements 


DEPARTMENT STORES 


0 Accounting and Financial 
Reports 

0 Sales and Stock Reports 

O Ruled Forms, Bulletins, 
etc. 


CHAIN STORES 


0 Inventory Sheets 

O Warehouse Order and 
Billing 

O Price Lists and Changes 

D Advertising Layouts 


CONSTRUCTION 
AND BUILDING 


0D Specifications, Bid 
Requests 

© Drawings and Sketches 

D Payroll 

OD Purchasing Receiving 


PRINTING 
AND PUBLISHING 


D Printing Orders 

0 Advertising and 
Circulation Statistics 

O Advertising Presentations 

"] Reports and Statements 


ASSOCIATIONS 


0D Bulletins to Members, 
Credit Inquiries 

O Statements and Reports, 
House Organ 


MEAT PACKERS 


D Order and Billing Systems 

D Sales Bulletins and Price 
Lists 

D Accounting and Financial 
Statements 


ACCOUNTANTS 

O Profit and Loss State- 
ments 

O Balance Sheets, Audit Res 
ports 

O Ruled Forms, Working 
Papers 

CO Income Tax Reports 


GOVERNMENTS 
0 Accounting Reports, Bid 
Requests 
0 Purchase Orders 
O Engineering Drawings 
0 Charts and Graphs 
0 Specifications 
O Material Lists 





DITTO, INC. 


Gentlemen 


checked above. 





At no cost or obligation to me, 
how I can make profits with Ditto in my business, as 


€04 5. Oakley Bivd., Chicago 12, Ill 


please tell me 
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IAS offers to qualified 
accountants a C. P. A. 
Coaching Course which 
has produced outstanding 
results. The enrollment fee 
is $50.00. For full partic- 


ulars address a letter to: 


INTERNATIONAL ACCOUNTANTS SOCIETY, nc. 


A Correspondence School Since 1903 


Ag 209 WEST JACKSON BOULEVARD 
CHICAGO 6, ILLINGIS 





MORE CONTROLLERS AS PRESIDENTS 
Editors, THE CONTROLLER: 

In the November issue of THE Con- 
TROLLER (Editorial, “The Controller's 
Presidential Potential”) you ask that the 
names of members who have been elected 
president ot their company be sent to you. 

The Milwaukee Control of the Insti- 
tute has a member, Mr. Charles E. Kohl- 
hepp, who has been elected President and 
General Manager of the Wisconsin Pub- 
lic Service Corporation, Milwaukee, Wis- 
consin. 

You may also wish to check into the 
background of Mr. A. F. Neal. He was 
formerly Controller of the Potomac Elec- 
tric Power Company in Washington, 
D. C. He later became Vice President of 
that company, then President, and he is 


now Chairman of the Board 


Further Additions 
. You should 
i 4 


now 


add to your list the 
Teasdel, formerly Con- 
troller and President of The Cali- 
fornia Company of New Orleans 


name of 


. J. A. Chadbourne has been Presi- 
dent of the Old Colony Envelope Com- 
Westtield, Massachusetts, 


pan since 


1945 


Paul M Dollard 1S President of the 
Daystrom Corporation in Olean, New 
York. The Daystrom Corporation is a 
subsidiary of American Type Founders, 
Incorporated 


Russell Baker, who was admitted to 
membership in the Controllers Institute 
in 1941 and who was a charter member 
of the Atlanta Control of the Institute, 
became Atlanta Laundries, 
Incorporated, in January 1944 


President of 


E. G. Williams, formerly Comptrol- 
ler, is now President of American Type 
Founders, Incorporated ‘a 


. . If memory serves me right, Harry 
Bullis, Chairman of the Board, General 
Mills, In Minneapolis (and formerly 
President of the firm), has served as a 
corporate Controller earlier in his busi- 
ness career, and I believe you will find 
that Walter Fuller, President of the Cur- 


THE CONTROLLER.... 


tis Publishing Company, Philadelphia 
(Saturday Evening Post, etc.), is likewise 
a former Controller 


H. Gordon Calder, President of 
Southern Production Company, Shreve- 
port, Louisiana, came from the ranks of 
controllership. Prior to his present con- 
nection he was Controller of a Pennsyl- 
vania water service company and _ subse- 
quently Vice President and Treasurer of 
Southern Natural Gas Company, Birm- 
ingham 


EDITORIAL COMMENDED 


Editors, THE CONTROLLER 

I have just read the 
October issue (page 493) pertaining to 
The Qualities of Controllership 


It was indeed interesting to > the 


editorial in the 


} 


phrase “. . . a man cannot be t 
i. 


to be a controller. He must find 


himself 
No truer statement was ever made! 


ROBERT R. RENNER 


OPERATING COSTS 


Editors, THE CONTROLLER: 

I was particularly interested in the 
third paragraph of Mr. Harris’ article in 
your October issue (“Direct Costs as an 
Aid to Sales Management,” page 499) 
because it refers to ‘an important infor- 
mal ruling” by the Treasury Department 
at Washington during the summer of 
1947, ‘the substance of which was that 
operating costs Irrespective ot 
the degree of plant activity do not have 
to be included in inventories 

Can you give me a clue 
more information regarding this ruling 
is available or provide any further details ? 


READER 


incurred 


as to where 


Taxation Reports No. 17 and 
Research Institute of America 
Avenue, New York) 

1 October 16, 1947 re 


dated 


The Editors 
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PRO “CONTROLLER” 


Editors, THE CONTROLLER: 

I have just re-read your comments in 
the August issue of THE CONTROLLER 
concerning controllers and comptrollers, 
and now find myself yielding to the temp- 
tation to offer some personal views on the 
matter. 

In my mind there is a very valid reason 
for spelling it “controller” that has been 
much overlooked, namely, that this spell- 
ing of the word renders an accurate con- 
notation. It says ‘‘control’’ and that is an 
exact statement of the function. A control- 
ler's job is to control! Let us not apologize 
for it and let us not shrink from the re- 
sponsibility which it entails. 

At the same time we must be very care 
ful that the word “‘control,’’ in the special 
sense in which control is exercised by our 
members, is properly understood. Our 
control is not the control of majority 
shareholders; it is not the control exer- 
cised by the president or by operating 
management. It is rather the presence in a 
business of that force which guides it to a 
pre-determined objective by means of pre- 
determined policies. It does not steer the 
course, but it informs operating manage- 
ment of the slightest deviation from it. It 
never issues orders, but it sees and knows 
all, and makes plain to the man in charge 
what he must do to achieve the prescribed 
aim 

To provide the required control in this 
specialized functional sense, the controller 
must first be the company’s budget direc- 
tor. He cannot control otherwise. With 
out this assignment he can never be the 
full expression of controllership in his 
business. He needs an understanding of 
the philosophy of budgetary control, and 
he must be a competent practitioner of 
budgetary control in its application to 
every detail of his company’s operations 

To provide the president with the con 
trol of the business which he needs to run 
it, the controller must constantly sift and 
digest the masses of information to which 
he has access. He must constantly ap- 
praise the company’s objectives and _ its 
success in attaining them. He must cul 
tivate the instinct to know when some- 
thing 1S wrong, even if no one Is exceed- 
ing the budget. 

Then he must possess sufficiently the 
quality of self-etfacement, so that he may 
be free of the petty obstructions which re- 
sult from misinterpretation cf his motives 
in the exercise of the control idea in his 
business. 

When these things are manifest in the 
daily experience of each individual con 
troller, he need no longer hesitate to af- 
firm that his title means exactly what it 
Says. 

J. L. Prerct 
Controller 
A. B. Dick Company 


Chicago, Illinois 





HOW 
PROFI 


mA Sis 
TO GET 


TS FROM 


INVENTORIES 


as described in this timely, FREE book. 
SEND FOR YOUR COPY TODAY. 


in with d 





How you can achieve the Ideal Turnover Rate for 


your business. 


What records will enable you to analyze trends 


in demand. 


What are the costly limitations of a single-card 


inventory record. 


What forms and procedures will save you up to 


50% in operating time. 


How you can effectively eliminate writing of pur- 


chase requisitions. 


How you can save money with THE CHART THAT 
THINKS. 


Answers to these—and many other vital questions 
on inventory control—are covered in this valuable 
free book. Every businessman can profit from reading 
“How To Get Profits From Inventories.” Send for your 
copy today. USE THE COUPON. 


Copyright 1948, by Remington Rand Ine. 


- So ona tetanic neaeebainn 9" RontanaaR Se Aged ae 


Yes, thousands of businesses are successfully applying 


the principles of effective inventory control outlined 


in this unique book! And it’s yours for the asking- 
Remington Rand’s new, authoritative 24-page study 
“How To Get Profits From Inventories.” It’s packed 
with helpful facts, figures, charts that will show you 
how to attain a realistic picture of your inventory 
status...whether your position is safe or precarious... 
whether you're acting on facts or guesswork. 

Today, more than ever, you need positive, accurate 
control over inventory ... to prevent costly overstocks 
and to avoid shortages of fast-selling items. You can 
have such control—and this booklet tells how— with 
a simplified system that will cost you less for clerical 
upkeep than you're probably paying right now... 
and that will save time for you in your own day-to- 
day control of buying and selling. Act quickly — mail 


coupon today. 


Reminglon Read 


THE FIRST NAME IN BUSINESS SYSTEMS 


315 FOURTH AVENUE e NEW YORK I10,N. Y¥. 


Yes—send FREE copy of your new 24-page 
book," How To Get Profits From Inventories.” 


NAME 
COMPANY 
ADDRESS 


CITY eeee ‘ ZONE STATE 
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Happy (and Confusing) New Year 


Every New Year is made new partially by the fact that 
we have to start planning all over again. The coming year 
never resembles the last year so far as the scheduling of 
meetings, vacations, production, sales, or anything else is 
concerned. 

This year Christmas will come on Sunday, last year it 
was on Saturday, and the year before that, on Thursday. 
When it comes on Sunday, Monday is clearly given as a 
holiday. When it comes on Friday, everyone is delighted 
with the long week-end. But when it comes on Saturday, 
in an organization which ordinarily closes on Saturday, what 
happens? Are the workers shortchanged if no extra holiday 
is given? This happens only once in seven years, so maybe 
it is the employers’ sabbatical. 

In many lines of business it costs the employer substantially 
less to give Monday or Friday as a holiday than a day in the 
middle of the working-week. Not only is this true of the 
continuous-process industries, such as glass-making and 
some branches of chemical manufacturing, but we are told 
some cost always attends the shut-down and firing-up of 
heat, power, and light facilities in a self-contained plant. 

For any organization which pays employees twice a 
month, each New Year offers an opportunity to re-study the 
problem of scheduling pay days. The problem is almost as 
good as new, because the schedule used seven years ago has 
probably been forgotten. 

The chances are that no month during the coming year 
will contain the same number of working days as its coun- 
terpart month last year. Here's another opportunity for 
stimulating thought, or an opportunity to arrive at some 
misleading comparisons of monthly and quarterly produc- 
tion and sales figures. 

Our present Gregorian calendar is a splendid job, con- 
sidering the facilities at hand when it was designed by 
mathematicians working for Julius Ceasar’s astronomers in 
the first century before Christ. 

Fifteen hundred years later when this calendar was ob- 
viously in need of repair by reason of the cumulative errors, 
the burden fell upon the Catholic Church. It had world- 
wide interests, adequate prestige, and command of the neces- 
sary scholarly ability 

In view of the 
civilization, it seems time for another repair job. This time 
it probably will fall to the United Nations. That organiza- 
tion, which seems to qualify on the score of worldwide in- 


social and economic needs of modern 
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terest, certainly can command the scholarly abilities neces- 
sary——and we hope will retain the needed prestige. 
Perhaps before suggesting a repair job, we should at- 
tempt to find out what the shortcomings of the present 
calendar are costing us. Has any reader of THE CONTROL- 
LER ever figured out for his plant the difference between 
the cost of a Friday or Monday holiday and the cost of a 
midweek holiday? Likewise, has anyone ever taken the 
trouble to figure up the cost, in regular and over-time pay, 
of revising payroll schedules and of adjusting production or 
sales figures for the fluctuating number of working days? 
Is there an extra cost involved in anyone's operations when 
the end of the month falls on a certain day of the week, in 
order to comply with certain reports and have them ready 
on a deadline? Who has had the experience of being mis- 
led by monthly or quarterly comparisons which were not 
adjusted for variations in number of working days? 


Plant Location and National Security 


According to the National Security Resources Board, here 
are the implications of modern strategy and weapons which 
America’s business executives would do well to consider: 


(1) Any attack upon the United States will be designed 
to cripple vital industry as a means of destroying our ca- , 
pacity for successful defense; 

(2) Any such attack may be expected to be made sud- 
denly and to be of such magnitude that general destruction 
in the areas affected can be assumed; 

(3) The only lead time we can depend on is that re- 
quired by a potential enemy to produce and be able to de- 
liver atomic bombs, plus whatever time may be obtained by 
diplomacy: 

(4) The present geographical location of any facility in 
the United States cannot be considered safe simply because 
of its remoteness from a potential enemy (although there 
are, of course, degrees of vulnerability) ; 

(5) A high concentration of industry or population in 
a given area constitutes the best target for atomic or other 
modern weapons; 

(6) Attack upon areas of industry concentration less 
than five square miles or urban concentrations of less than 
50,000 people will probably not be economically feasible 
unless they contain specific installations of decisive im- 
portance to the nation’s capacity for defense; 

(7) A location less than three miles from a potential 
target center of an atomic bomb is seriously vulnerable. 


The Board suggests that appraisal of the relative strategic 
position of your plant facilities is relatively simple and 
quickly done; yet may have important effects upon the plan- 
ning of future plant investment and the safety of the com- 
pany’s fixed assets. They say, “If removal of part or all of 
your facilities is indicated, it is not recommended this be 
attempted at once. This probably would not be economically 
practical. . It 1s suggested, however, that any expansion 
of facilities in a location with a substantial degree of vul- 
nevability be avoided.” 

WALTER MITCHELL, JR. 





o 


= 


"Saves hours of time... 
changes jobs in seconds!" 


A HOW MUCH NATIONAL MECHANIZED ACCOUNTING CAN SAVE YOU! 


Concerns of every size and type report savings up to 30% —-often more! Savings are frequently 
enough to pay for the entire installation in the first year. National’s time-and-money-saving 
features make this possible. The removable form bar shown above, which quickly adapts this 
National Accounting Machine to various jobs, is but one of five outstanding features—and only 
National has them ail. In the office, as in the factory, mechanization cuts overtime, 


reduces costs. Ask your National representative to study your present accounting 


set-up and report the savings you may expect from a modern National system. 
THE NATIONAL CASH REGISTER COMPANY, DAYTON 39. OHIO YSvational 


ACCOUNTING MACHINES 
CASH REGISTERS © ADDING MACHINES 
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for modern business .. . In the new Remington Rand 
electric adding machine, cushioned power gives 
welcome relief from harsh office clatter. You'll turn 
out more work with new ease on this quieter, 


faster model—with its longer, streamlined 


motor bars and famous 10-key touch-control 


keyboard. All feature keys are electrified— Cushioned Power: Built-in steel cushions 

reduce noise and vibration — lessen strain on 

you add, subtract, multiply directly —as fast as moving parts—insure smoother operation and 

longer life. 

your fingers will move. For full details, call your Streamlined Action: Longer, feather-touch 
motor bars and compact 10-key keyboard 

local Remington Rand representative. eliminate finger groping, speed every opera- 

tion. Completely electrified. 


Free Booklet: Write today for “Ripples of 
Sound,” Remington Rand Inc., Dept. CR-1, 
315 Fourth Avenue, New York 10, N. Y. 


bin now"93" IOMAGTON KAKA erectric adding machine 











What's Ahead for Business in ‘492 


By Bewuelt S. Chapple, Jr. 


bes RE HAS never been a period in the 
peace-time history of the United States 
when American business management was 
less certain about what the future holds 
than it is today. Since V-J Day we have 
been predicting first one series of de- 
velopments, then another, only to have 
time, 1n most instances, prove us wrong. 
To put it another way, the crystal-ball 
market has collapsed, the business of pre- 
dicting is under fire from Congress, and 
those who pretend to £20w what is com- 
ing next are given the fishy eye at every 
turn! 

Should this statement require further 
substantiation, I need only refer you to 
the recurring predictions of impending 
decline which have periodically made 
their appearance during the past three 
years, only to be followed promptly in 
each instance by new record highs in pro 
duction, sales, incomes, and prices. What 
made the boom possible, of course, is un 
precedented demand for almost every- 
thing. 

To finance the war, our government 
borrowed huge sums of money from in- 
dividuals and from banks, thereby creat- 
ing vast new reserves of purchasing 
power. Wages and salaries also rose 
steadily during the war—faster than 
prices. This new purchasing power there- 
fore was being created at a time when 
consumer goods, industrial equipment, 
and construction materials were unavail- 
able. 

Since the war, with demand far in ex- 
cess of supply, industrial buyers and con 
sumers have been bidding against each 
other, and the upward pressure on prices 
has resulted in serious inflation. 

In the past when signs of a slowdown 
have become apparent and when some of 
us, perhaps more courageous than others, 
have seen fit to become vocal on the sub- 
ject, some new stimulus always entered 
the picture to prolong the boom. In 1946 
the stock market break, as it turned out, 
foreshadowed nothing at all, for the 
boom in consumer goods and housing, 
supported by adequate purchasing power 
in turn assured by the first round of wage 
increases, was just then gaining full mo- 
mentum. 

Last year, as you well know, many ob- 
servers felt that readjustments were both 
inevitable and certain in the last quarter. 


But what happened? Along came _ the 
Marshall Plan, the second round of wage 
and price increases, a short corn crop, and 
last but not least, another boom in hous- 
ing and commercial construction, all of 
which once again created new confidence 
and new purchasing power. 

Nor was the pattern changed this past 
spring, for a fall recession was even more 
unanimously predicted. Tax reductions, 
round three of wage and price increases, 
foreign aid, and, perhaps most important 
of all, the defense program have been the 
stimuli which once again have prolonged 
good times and provided the alibi 
for bad forecasting. 

In the light of past experience, it 
would seem to me that the key question 
for which business must find an answer 
today is, “How much longer will the cur- 
rent boom last?” 


Ix has often been said that, “As steel 
goes, country.” This old 
adage links the economy of the steel in- 
dustry directly with the economy of our 
nation. For this reason, before revealing 
to you some of the conclusions which I 
have reached in connection with “What's 
Ahead for Business,” I feel it might be 
interesting if I take a few moments to re- 
view some of the problems within the 
steel industry which have a direct impact 
on the subject under discussion in this 


, 
so goes the 


pape £. 


I question if any businessman, regard- 
less of business affiliation, has not had oc- 
casion to either cuss or discuss the steel 
industry in the relatively recent past. 
Those of you who belong in this category, 
however, need feel no embarrassment for 
you have many friends and your company 
is legion. 

Published in the press and government 
records are thousands of words outlining 
what the steel industry should and should 
not have done and what it should nou 
do. Accusations have been hurled and 
refutation offered. 

Each of us has heard of the black mar- 
ket, the gray market, the quota system, the 
quantity of steel currently being exported, 
the Marshall Plan, the Voluntary Alloca- 
tions Program, and finally, the f.o.b. or 
“at the producing mill’ method of pric- 
ing which recently has been generally 
adopted by the steel industry as a result 
of the Supreme Court decision in “the 
Cement Case.” 

You have heard of the shortage of one 
product, then another—and their result- 
ant effect on small business, on large 
business, on freight car and automobile 
production, and on farm implements, as 
well as on a host of other manufactured 
products. 

Superimpose on all of this the fact that 
our country now stands as the economic 
leader in the family of nations and that 
the steel industry will therefore be con- 
fronted with the task of underwriting the 
needs of a large part of the world, and 


BENNETT S. CHAPPLE, JR., is Assistant Vice President- 
Sales of the United States Steel Corporation of Delaware. 
Following graduation from Antioch College, Mr. Chapple 
served in various capacities with the American Rolling Mill 


Company until 


1936 when he joined Carnegie-illinois 


Steel Corporation as manager of sales promotion, subse- 
quently serving as assistant to the vice president in charge 
of emergency defense coordination. In 1944 Mr. Chapple 
resigned to become assistant to the president of the Firth 
Sterling Steel Company, and in 1945 he joined the staff 
of the vice president in charge of sales, United States Steel 
Corporation of Delaware, which position he held until his 
appointment as Assistant Vice President-Sales in 1947. 
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you will then, perhaps for the first time, 
begin to acquire some appreciation of the 
enormity of the problem 

It is not to be wondered that com- 
plaints and charges have filled the air un- 
til an anxious and bewildered public has 
begun to wonder what the facts really 
are and why a solution to the problem of 
supply and demand in the steel industry 
has not been found. The problem is com- 
plex and does not lend itself to easy diag 


nosis or quick solution 


Suortiy after V ] Day 


ment economists were predicting ten mil- 


while govern- 


lion unemployed and a six months’ pe- 
riod of curtailed activity—the 
steel industry set about the task of delet- 
ing from its mill schedules those wartime 


industrial 


items no longer required, substituting 
those products best suited to speed the 
nation s return to a peacetime economy. 
Within a month, peacetime production 
matched stride. As a 
shipments for the years 1946 and 1947 


exceeded the total shipments of any like 


wartime’s result, 


period in the industry's peacetime his- 
Discounting work 
plants and mines, these two years consti- 


tory stoppages in 
tute the longest peacetime period since 
the turn of the century during which the 
steel industry has operated in excess of 90 
This high level of 
and it 


per cent of capacity 
production has continued, 
looks as if 


all previous 


now 
+ ! t 
1948 steel output will exceed 


peacctime records 


Had there been no work stoppages, ot 
} 


raw material shortages, this same perio. 


would have yielded an additional 20 mil- 
lion tons of finished steel products 

an impressive total, equalling almost one- 
third of a full year’s production at ca- 
pacity operation! Had this tonnage been 
added to actual production, it might well 
have brought supply and demand into 
balance—if not in all products, certainly 
in many. 

Much has been heard concerning the 
need for further increases in capacity, but 
far too little credit has been given to the 
steel industry for its truly remarkable 
production achievements. At war's end, 
the steel industry found itself with plant 
and equipment battered and worn by op- 
eration at forced draft for six long years. 
Yet without complaint, the industry ac- 
cepted the dual task of rehabilitation and 
of continued capacity operation. 

In the light of the foregoing, an aver- 
age Operating rate of 70 per cent during 
the past two years would have constituted 
a creditable performance. To have per- 
formed at the actual rate of 92 per cent 
during that part of the period which was 
free from strikes warrants the term “mi- 
raculous performance’ and the public’s 
highest praise of management and labor 
alike. 

Production records in industries such as 
the automotive, home appliance, can and 
container, farm implement, and many 
others, are a tribute 
but they are a still greater tribute to that 


to those industries, 


industry which—in spite of worn tools, 
in spite of shortages of manpower, scrap, 
coal and pig iron, in spite of work stop- 


pages, slowdowns, and a host of other re- 





FORECAST FOR ’49 
Discussing current economic trends before a recent meet- 
ing of the Philadelphia Control of the Controllers Institute, 
Dr. Courtnay Pitt, Economic Research Director of Philco 


Corporation, declared: 


“Economically, we stand on a plateau, with soft goods 


down and durables up. Plant and equipment expenditures 


call for spending around $18 billion per year but business 


confidence will be needed to spend the money. Financing 


such spending means some loans for big business but is very 


difficult for small business. 


“Government financing seems to foretell more short-term 
inflation, with military and foreign aid spending, and public- 


purpose spending at home. 


“Employment, at an all-time high, will be even higher with 
added workers needed for such programs as aircraft and 


shipping.” 
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tardants—turned out the basic steel to 
support unprecedented employment and 
the largest peacetime production in the 
history of our nation. 

If our objective is to support full em- 
ployment at high wages, with production 
at the highest level in the nation’s his- 
tory, then we are nearing the attainment 
of that goal. If, inversely, our objective is 
ultimately to create a price structure for 
steel products far beyond the average 
citizen's ability to pay, to create vast un- 
employment, and ultimate lowering of 
our living standards, then the construc- 
tion of an excessively increased capacity 
at today’s costs is the most certain way to 
bring such a result. 

Those of short memory fail to take into 
consideration the Azstoric pattern for the 
demand for steel when they reach the 
conclusion that the greatly increased ca 
pacity, advocated by some enthusiasts, is 
warranted at this time. They ignore the 
fact that there was not a single peacetime 
year from 1900 to 1939 during which the 
industry was called upon to operate as 
high as 90 per cent of capacity. There 
were but seven years in which the pro 
duction rate exceeded 80 per cent; nine in 
which the rate was in the 70's; and ten 
more when the rate was between 60 and 
70 per cent. Of the remaining eleven 
years, three 50's, and_ the 
average for the other eight was 36.1 per 


were in the 


CONC. 


Tu manufacture of steel is a large and 
expensive undertaking. It carries a high 
investment cost per dollar of sales. The 
current plant and equipment of the steel 
industry represents a svx billion dollar in- 
vestment. (This is in dollars of the past, 
which brought much more than today’s 
dollars do. In today’s dollars the figure 
would be near twelve billion dollars.) 
The industry has an annual capacity to 
day of more than sixty million net tons 
of rolled and finished steel. Hence $100 
represents a fair average of the invest- 
ment required to produce one ton of fin 
ished product per year. The average sell- 
ing price of steel, all products combined, 
is today less than $100 per net ton 
Therefore, at Capacity 
proceeds from steel sales are less than 
one dollar per year for each dollar of in 
vestment 

The average rate of operation that can 
be expected for the next score of years 
may more nearly approach the historical 
pattern which we have already reviewed 
than the present operating rate of slightly 
more than 98 per cent. 

In other industries it is not uncommon 
to find the annual sales volume in dollars 
equal to two or even three times the value 
of the investment in plant and equipment 
In the steel industry, however, ove dol- 
lar of sales (or less if the industry 1s not 


Operations, gross 





Operating at capacity) must provide the 
depreciation on each dollar of plant 
equipment. 

We are now faced with an accentuated 
effect of the heavy capital investment cost 
per dollar of sales. The cost of plants 
and facilities has increased materially, 
particularly over the last five years. If you 
have had an occasion to determine the 
present day costs of a new plant, you un- 
doubtedly have found, as we have, that 
current costs are far in excess of the cost 
of the original facilities. 


Just what this means can be best illus- 
trated by assuming that equipment which 
originally cost one million dollars must 
be replaced. Let us also assume that this 
equipment has been fully depreciated, 
that we have charged the cost of produc- 
tion with approximately one million dol- 
lars, and that the net value has been re- 
duced to scrap value. However, today we 
find that ¢t wall take at least three million 
dollars to replace the equipment which 
originally cost one million dollars. Profits 
have been stated after providing for this 
one million dollars which was set aside to 
replace this equipment, so essential to the 
maintenance of the company s capacity to 
produce. 

Now, if that all such re- 
placements will cost three times the origi- 


we assume 


include in the cost of 
production only the depreciation on the 
original value, the statement of profits 
should be qualified to the extent that they 


nal cost, and we 


indicate that those profits comprehend 
only enough depreciation to permit re- 
placement of one-third the original equip- 
ment and capacity. If part of the so-called 
profits are not retained for future plant 
replacements or if 200 per cent of new 
capital is not required, it is obvious that 
plant and equipment will ultimately be 
reduced to one-third its original capacity 

You are no doubt familiar with the 
term “Joint Venture” which is frequently 
used to indicate an enterprise formed for 
the purpose of a one-time undertaking 
and one which will terminate when that 
purpose has been met and the distribu 
tion of assets has been made. The profit 
of this type of joint venture has no bear- 
ing on, or any relation to, any subsequent 
undertaking 

In contrast, in the steel industry and in 
most other industries, where management 
is entrusted to elect officers, the stock- 
holders expect management to maintain 
and perpetuate the business in terms of 
its volume ability to produce product as 
well as profit. Certainly the profits we re- 
port should not be predicated on gradual 
restriction of Capacity of on ultimate liq- 
uidation of the business. 

The importance of this problem to all 
industry and to the steel industry in par- 


United States Steel Corporation 


AS STEEE GOES... . 


the fact that the 


mcreasing Its Ca 


indicated by 
without 


ticular is 
steel industry, 
pacity above the present sixty-odd million 
net tons of finished steel per year, mus 
gradually replace six billion dollars of ex 
isting plant and equipment at a cost 
which will doubtless remain substantially 
higher than the original value 

Finally, the problem 


industry 


confronting 

is to determine how we are go 
ing to finance these replacements, and r¢ 
lated thereto are the questions of whether 
current profits are to be determined aftes 
putting aside money for replacements on 
current basis, 


original cost, Or on a cost 


and whether we must continue to show 
taxable addi 


tional amounts which should be set aside 


and treat as profits those 
as depres ration reserves to prevent the de 


pletion of our capacity to produce 
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Any discussion of capacity today which 
fails to examine the problem in the light 
f the international situation ignores ad- 
litionally important factors, and inevita- 


bly leads to erroneous conclusions 


No further proof of the importance of 
this aspect of our problem is needed than 
the revelation of the simple fact that in 


1937 the United States accounted for 38 


per cent of world production of steel, 
le in 1947 we produced more than 56 
Experienced have 


laced this percentage as high as 59 per 


er cent analysts 
nt by discounting Russia's questionable 
faims 

This increase has resulted largely from 
urtatled production in foreign countries 
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and only in smaller part from an increase 
of 15 per cent in our capacity since 1939. 
Germany, with a prewar production of 25 
million tons, produced but four million 
tons in 1947—16 per cent of her prewar 
total—and is currently producing at the 
annual rate of 6,750,000 tons. Japan, 
with a prewar production of eight million 
tons, had dropped by 1947 from fifth 
place to fourteenth place among §steel- 
producing nations of the world. Her esti- 
mated annual production today is less 
than 1,700,000 tons 

In contrast, England, with a prewar 
production of 14,500,000 tons, achieved 
during 1947 a total output of 14,200,000, 
and is now producing at an annual rate 
of about 15 million tons. 

If devastated nations abroad are to be 
rebuilt on a sound economic basis, with- 
out continuing subsidy from this coun- 
trys resources, then inevitably the Ameri- 
can steel industry must make a major con- 
tribution during each of the next several 
years. We have no option. 

To the uninformed, this challenge may 
well appear to bolster the statements of 
those who periodically cry out for in- 
creased steel capacity in this country. 
However, when I say to you that the 
American steel industry today, due to lack 
of scrap and the difhculty of providing 
other raw materials, finds it impossible to 
operate at an annual average in excess of 
94 to 95 per cent of existing capacity, 
then I am sure you will agree that the 
this 
par- 


' 


question of increasing Capacity at 


becomes somewhat academic, 


when the construction of addi- 


time 
ticularly 
tional capacity beyond that involved in 
present programs could only result in 
further complication of the availability 
picture by siphoning off substantial quan- 
tities of materials and labor now so ur- 
gently needed in the present battle of 
supply and demand 


Tu RE ts another important factor that 
I should also like to mention briefly. It is 
one which was unforeseen even as late as 
January 1948 and one which, when su- 


perimposed on the already heavily bur- 
dened distribution problem of the steel 
industry, may, unless prudently handled, 
further disarrange our economy. This is 
the steel required for our defense pro- 
gram 

Tonnage for the defense program falls 
logically in two categories: first, that por- 
tion required by the armed forces di- 
rectly, and second, that portion required 
transportation, and 
level ade- 
Steel for 


to bring industrial, 


communication facilities to a 


quate to meet wartime needs 
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war vessels, airplanes, shells, guns, tanks, 
rockets, etc., falls in the first category; 
while ships—including freighters, troop 
carriers, and tankers—freight cars, oil 
lines, etc., belong to the second category. 

Any tonnage required for the use of 
the armed forces may be allocated by a 
government agency; that authority is 
vested in an appendage to the Selective 
Service Draft Act of June 1948. It is not 
being used at the present time, however, 
simply because the need does not as yet 
exist. 


‘‘We have neither finished 
World War II nor finished paying 
for it. There are still sacrifices 
ahead for all of us—sacrifices of 


time, effort and money.” 


—WILLIAM A. MARCUS 
VICE PRESIDENT 
AMES TRUST COMPANY 
SAN FRANCISCO 


Requirements of the armed forces de- 
velop slowly and requirements thus far 
have been nominal. Within this next cal- 
endar year, however, the demand for 
steel for this end use will become sub 
stantial although it is as yet impossible, 
even roughly, to estimate the total. 

Steel required for the second defense 
category, as well as critical items in our 
civilian economy, has thus far been taken 
care of through regular channels or 
through the assistance offered by Public 
Law 395, supervised by the Department 
of Commerce. This activity controls pro- 
grams voluntarily underwritten by the in- 
dustry on a quarterly basis. 

Whenever over-all demand 
over-all supply, no distribution system, 
however equitable, completely _ satisfies 
everyone. In my opinion, Public Law 395 


exc eeds 
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has been efficiently administered and con- 
tinues to serve its purpose admirably. 

The total requirements of the ten ofh- 
cial programs which so far have been ac- 
tivated under Public Law 395 represent 
in total more than 500,000 tons per 
month, or nearly ten per cent of the cur- 
rent monthly finished steel production of 
the entire industry. 

In certain products (shapes and plates 
are examples), the percentage of produc- 
tion allocated to the programs already au- 
thorized currently amounts to 24 and 32 
per cent respectively of the total produc- 
tion of these individual products. 

Within this area lies the possibility of 
a revision of our peacetime economy. 
Whenever the number and size of the 
programs necessitate cutting off a large 
number of consumers of a single product 
or require shutting down certain finish- 
ing mills in order that semi-finished steel 
may be used for more essential products, 
then we face a return to wartime govern- 
ment control of both production and dis- 
tribution. 


Now that we have some conception of 
the possible impact of the problems of 
the steel industry on our situation, let's 
return to the question: “Hou much 
longer will the current boom last?” 

No doubt you are all wondering, as I 
am, what effects the forthcoming pro- 
grams of the new Democratic Adminis- 
tration and Congress will have on busi- 
ness prospects. I don’t think that we can 
answer that question yet. Therefore let's 
examine the future on the basis of the 
present situation rather than on the basis 
of political speculations. Whichever 
party is in power and whatever the pro- 
grams may be, the basic question te- 
mains: ‘How much longer will the cur- 
rent boom last ?”’ 

Is our economy about to run out of 
necessary stimuli? Will momentum alone 
carry us through the first part of next 
year? I believe so, but at the same time 
we must remember that there is a grow- 
ing uneasiness as to what may happen in 
1949. Here are six reasons for this con- 
cern: 


First: Prices, both wholesale and re- 
tail, have already exceeded the previous 
records, which were reached just before 
the crash in 1920. Each new upward 
step has priced potential consumers out 
of the market. Bumper crops have re- 
sulted in somewhat lower farm prices 
this fall, but the government farm price 
support program stands between us and 
a possible severe break that might easily 
spread to other commodities. Each 
round of wage and price increases has 
added new distortion to a badly unbal- 





anced and increasingly vulnerable price 
structure. 

Second: There is a slight trend away 
from the easy credit policies which 
have been with us since 1933. Interest 
rates are slowly but surely moving up- 
ward; bankers are becoming more cau- 
tious in making loans, especially for 
inventories and real estate, with a re- 
sulting curb on business expansion. 

By no means should the recently im- 
posed restrictions on consumer credit 
be underestimated, for they will def- 
initely cut into appliance sales and they 
may have even a similar effect on auto- 
motive sales. In terms of income and 
sales levels, credit is not yet “too high,” 
but the recent rapid expansion—one- 
third in twelve months—is both un- 
healthy and dangerous. 


Third: Consumer demand is finally 
starting to slow down. Most appliances 
are in easy supply, and only in auto- 
mobiles are there backlogs worth men- 
tioning. 

Of necessity a higher and higher pro- 
portion of incomes is currently being 
used to meet the “cost of living” al- 
though consumers, as a whole, are still 
enjoying far higher average living 
standards than before the war. 


Fourth: Capital expenditures are 
leveling off. Many postwar expansion 
and renovation plans have been com- 
pleted. 

The steel industry, the petroleum in- 
dustry, and the utilities may be classed 
as exceptions, however, because of the 
urgent needs of their enlarged markets. 

Industrial construction has already 
substantially declined, and capital ex- 
penditures are now largely for new 
equipment, especially cost-savers, as op- 
posed to new plants. 


Fifth: The housing market is ap- 
parently showing signs of softening in 
some areas. While many prospective 
home owners are still ostensibly “look- 
ing,” there are some informed people 
who believe that the most urgent de- 
mands now have been met. Further- 
more, tighter mortgage money will 
result in higher down payments and 
carrying charges, which many people 
can no longer afford. Many large rental 
housing projects of insurance companies 
have been deferred, pending lower 
costs. 

Sixth: Some inventories have steadily 
increased. In terms of sales, they’re not 
yet “too high,” but a decided decline 
in sales could make them excessive. Ex- 
cept for critical steel products and auto- 
mobiles, supply pipelines appear to be 
filled or filling rapidly. 

From this list of reasons or symptoms 


you might think I feel that our economy 
is about to jump off a cliff. Such, how- 


ever, is not the case. Much of what I have 
pointed out is still in early stages, or per- 
haps reflects a period of hesitation. For 
sahay's sake, however, it is always advis- 
able to weigh all of the possible influences 
and to anticipate such developments. Ac- 
tually, employment, wages, and income 
are still rising, and only at this time are 
we beginning to feel the real stimulating 
effects of the European Recovery Pro 
gram and the defense expenditures 

Well then, what is going to happen in 
the next twelve months? Will it be con- 
tinuing inflation ? 


“Judging from what happened 
after our past wars, the usual pat- 
tern would be for us to have our 
primary depression and get it over 
with, and then to enter a lengthy 
period of good business. But the 
pattern will have to be reconsid- 
ered if we are going into a pro- 
longed armed truce.” 


—DAVID C. ELLIOTT 
ECONOMIST 
CLEVELAND TRUST COMPANY 


If the nation is forced to embark on a 
full-scale rearmament program, we'll 
have our reason for no recession in 1949. 

However, if relations with Russia 
should improve, and if federal expendi- 
tures for next year are held within 
bounds, then the boom would appear to 
be about at its peak right now. 

In this event, will 1937 be re-enacted ? 
As I have already mentioned, there cur 
rently are warnings that inventories could 
be dangerously high if sales were to drop 
off. Nevertheless, business executives are 
far more inventory-conscious than ever be- 
fore. In addition, there are props today to 
prevent another 1937: 

(a) farm price supports, 

(b) large government 

that will not suddenly halt, and 


expenditures 
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(c) continuing high pure hasing power, 
which, although weakening, will 
not dry up all at once 


dis- 


The stock market has consistently 
counted high prices and it is not particu- 
larly vulnerable anyway since the general 


public is not actively participating at 
present. 

If these two extremes are ruled out, 
there remains a middle possibility: a 
corrective movement in 1949. This could 
flow from the six factors which I 
have mentioned. A s/ow drying up of 
capital expenditures and a diminution 
of construction and consumer buying 
could follow. 

Should all this result in a downward 
pull on prices, it could well turn out to 
be a healthy development if not carried 
too far too fast. 

The coming twelve months will tell the 
tale. A corrective movement in 1949 can 
be a good thing, and it can happen, pro- 
vided people don’t get pessimistic all at 
once and stop buying. It will, of course, 
bring declines in sales for many industries 
and some decreases in employment. It 
will require calm and courageous action 
on the part of business leaders 


Bi SINESS should be able to weather 
such a mild shake-down. Should it do so, 
there should be a resurgence of activity 
by 1950, with somewhat lower prices for 
many products. Consumers who can not 
or will not pay present prices will then 
be back in the market, for their housing 
and appliance demands remain poten 
tially great. In addition, potential de- 
mands for new and improved industrial 
facilities, public works, and housing will 
remain still to be filled. 

However, in the face of this forecast, 
steel demand for 1949, buttressed by al 
location programs, the export demand 
and the defense program will, in all 
probability, continue in excess of supply. 
In total steel production, 1949 will be an- 
other big year. 

And now that I have described the pic- 
ture as I see it, I want to remind you once 
more that I have not attempted to specu- 
jate on possible new government pro- 
grams and their effects on the public and 
on business. That these effects will be im- 
portant cannot be denied. However, at 
the present time it would be sheer guess- 
work to build a forecast on _ political 
speculation. 

Should my view of what’s ahead prove 
to be wrong, and should steel demand 
for 1949 fall below available supply, I 
shall welcome the opportunity to stop 
peddling forecasts and get back to my 


real job . . . peddling steel. 
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Government Restraints on Pricing Policies 


By Alfred C. Neal 


ee restraints on pricing 
policies are of particular interest be- 
cause of the discussion that has occurred 
since the cement decision this spring, un- 
der which the use of the basing point sys- 
tem of pricing in cement was outlawed. 

I consider it safe to start by describing 
the kind of pricing systems which have 
been the subject of recent decisions. Be- 
fore I do that, however, I want to give 

brief | sketch of the law 
under which these de were taken. 

These laws were passed a long time 


you a historica 


Isions 


ago. There is nothing now in the law for 
The law, 
is the English com- 


worry about basic 
as a matter of fact 
mon law which is the basis for our legal 


Under that law it 


anyone to 


system in this country 
was not possible for people to get to- 
what is called a 
gyp’ the public, to put it 


gether and enter into 


CONSPIrAacy to 
, 
very bluntly 


If you recall your history, you know 


that after the Civil War there was a good 
deal of discontent, particularly in the 
western section of the country, owing in 
elimination of the inflation 
during the Civil War 
And there was in this period of gradually 
j 


leclining p ourse, 


part to the 


which had gone on 


a good deal 
of unrest arming regions of the 
ountry like the lower prices, 
they chr illy suffered from a 
they 


and 
what 


shortag n \ lat Ss 


i shortage of 


On the one hand there was this pres- 
sure arising from the agrarian unrest. On 
the other hand, “Big Business” was in 
the saddle. The country was pretty much 
run the way businessmen wanted it run 
from the end of the Civil War until, let's 
say, the turn of the century. 

There was consequently a demand for 
a lot of reform. There was agitation to do 
something to curb the excesses of big 
business. That was the time when the 
Standard Oil Company was getting started. 
The whisky trust and the sugar trust—as 
well as others—provided fine targets for 
reformers. As a result, we had this de- 
mand to do something to take care of the 
farmers, the little businessmen, and work 
ers. We had a rather general acceptance 
of the notion that something ought to be 
done about monopoly. Therefore a law 
was passed in 1890 called the Sherman 
Act which laid down the basic principle 
which was already embodied in the com 
mon law that it was against public policy 
and against the law in this country for 
businessmen to get together and agree on 
what prices they would charge 

The Sherman Act was a general law 
very short and not very definite. There 
were a number of adverse court decisions 
About 1913-1914 there was agitation for 
amendments to that law which would 
outlaw specific practices which impaired 
competition; the Clayton Act and_ the 
Federal Trade Commission Act were the 
basic laws under 


result. These are the 
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which the decisions you have been read- 
ing about were taken. They are laws that 
have a long tradition in the United States. 

In 1936 a rather significant amendment 
to the Clayton Act was passed called the 
Robinson-Patman Act. It specified that it 
was illegal for producers to make unjusti- 
fied discriminatory price differences among 
customers where they would injure com- 
petition. The forces behind that act were 
the independent druggists, the independ- 
ent grocers, and the independent retailers 
who were getting a bit tired of having 
the chain stores and the mail order houses 
undersell them. They suspected that the 
mail order houses and the chain stores 
were beating down the price at their ex- 
pense, and therefore they obtained the 
Robinson-Patman Act. So much for the 
legislation. 


Now one further paragraph or two 
about the economic basis for all of this. 
This is a country committed to the prin- 
ciple of free, competitive enterprise. That 
is the basis of the economic system of 
this country—call it capitalism, if you 
like. It is a system which we are rather 
proud of because it has produced a very 
high standard of living. It has settled the 
country, it has produced new inventions, 
lower costs, and helped to preserve a free 
democracy. It is a system which is under 
attack from another system—let us call it 
an authoritarian system, and communist 
Russia an outstanding example 

Propronents of a communist system 
maintain that a capitalist system such as 
we have cannot long prevail. They say it 
cannot long prevail, among other reasons, 
for this one: there will be a constant tend- 
busi- 
ah 


ency toward monopoly because of 
ag 
; 


fvpel profits at the 


ce of worker. 
worker because they want the workers to 
I mention this because the issues 
involved in much 
broader than whether you have to buy 
steel at a higher price or whether your 
own particular company may have some 


They stress the 


revolt 


these decisions are 


pricing problems. 
The basic issues are fundamental. The 
argument then is primarily about methods. 
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Now let us get into that subject of 
methods. The purpose of these decisions 
was to break up agreements which re- 
sulted in prices different from those, it 
was intended, which came about naturally 
through the interplay of competitive 
forces. The decisions were also directed 
at price discriminations under the Robin- 
son-Patman Act, price discriminations 
which, it was contended, impaired com- 
Those were the true basic pur- 


petition 
the cement case, the 


poses involved in 
Rigid Conduit case, in the action against 
the Steel Institute, in the Corn Products 
case, and in a lot of others. 

Now in the process of taking action in 
a number of these cases, the basing point 
system of delivered prices was outlawed. 
Also under attack is what is called a zone 
price system. Under the basing point sys- 
tem the essense of the problem, according 
to the people who have brought the cases 
against the companies involved, is not the 
pricing method—not this basing point 
system, not the zone price system; it isn’t 
that—it is rather that this pricing method 
was a part of a general agreement under 
which prices did not result from inde- 
pendent determination by the individual 
seller. 


Tu basing point system was part of a 
method under which prices were agreed 
upon—if not in writing or by talking 
around a table, at least by a common un 
derstanding—under which everybody fol- 
lows the system. You can see from the 
complexity of this basing point system 
that unless people are pretty generally 
agreed to follow it, it is likely to break 
down, particularly when I mention the 
matter of delivery at the mill door for 
truck or water shipment. 

There was a common policy of not de- 
livering at the mill door for truck or 
water shipment because that would break 
down the system. A buyer would drive up 
to the mill door and he'd say, “I'm a 
buyer of steel from Boston, and I want to 
save you the freight to Boston. I know 
you are quoting me such and such a price 
in Boston, and here's the freight from 
Boston, and I'll just take this at the mill 
door at my regular price minus freight 
from Boston.’ 

What could be fairer than that? But 
the buyer from Boston, let us say, is a 
buyer on whom freight is absorbed. The 
mill is absorbing freight on shipments to 
him. Therefore, if you deducted from his 
normal delivered price the freight from 
Boston, you would get a price below 
what the mill was getting on shipments 
nearby. Suppose the mill did deliver to 
him at the mill door at the regular de- 
livered price minus freight. What might 
happen? Well, he could take his truck 
full of steel down the street and he could 
see a friend of his who was a steel con- 


BASING POINT LITIGATION WOULD COST 2.6 BILLION 


It would cost Uncle Sam $2.6 billion to prosecute all the 
business firms the Federal Trade Commission says are legally 
liable under the Supreme Court basing-point price decision. 

That estimate was made by Commissioner Lowell B. Mason, 
who said that the new rules laid down by the FTC were so 
broad that more than 119,000 companies might be presumed 


to be conspiring to fix prices. 


Mr. Mason suggested that if Congress does not see fit to 
legalize the present pricing methods of business or clarify the 
new rules, FTC should hold fish-bowl lotteries similar to the 
draft drawings to determine what firms to prosecute. 

“Any arbitrary selection would be unfair,’ he said. “But at 
the same time the size and cost of proceeding against all firms 
affected make it impossible. | don’t think the Budget Bureau 
would take kindly to an extra $2 billion.” 





sumer and he could say, ‘I've 
steel here that I just picked up at XYZ 
company street. I've a good 
buy. I'll split the profit with you. You 
can get it for less than you would have to 
pay, and I'll get more than I paid.’ Now 
that if he did that you 


Zot some 


down the 


you can scc 
couldn't have a basing point system 

That is why the government's attorneys 
argued that the basing point system 
that’s one of the reasons only; they use 
a lot of others—was a part of a general 
agreement on prices because they didn't 
see how it could prevail unless there 
were some common understanding, which 
in a very formal sense would be an agree 
ment 

After the decision in the Cement Case, 
the cement producers were ordered to 
stop using a basing point system. They 
were ordered to stop doing a lot of other 
things too, and by the time they got 
through studying the order to see what 
they couldn't do, they came to the conclu 
sion that the only thing they could do 
was sell f.o.b. mill. 

That was quite a blow and, as a matter 
of fact, it caused consternation among a 
great many other producers of other prod 


ucts who were not selling f.o.b mill, as 
you might expect it would. The steel indus 
try studied the decisions very carefully, 
and when they looked over the list of 
things you could not do that they were do 
ing, using basing point system, they came 
to the conclusion that they had better start 
selling f.o.b. mill too, which they did, but 
they didn't particularly like it. 

Everybody else who was selling on a 
delivered price system began to worry 
about the effect of the cement decision, 
and then it was followed up by other de 
cisions, particularly the Rigid Conduit 
decision, many interpreted to 
mean that not only were you prohibited 


which 
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from selling on a common basing point 
system, but that each and every seller in- 
dividually was prevented from selling on 
a delivered price basis which involved 
absorption of freight, because they read 
the decision that way. 

You can well understand why every- 
body be gan to get excited about these de- 
cisions. However you feel about the de- 
sirability of preserving competition and 
enforcing the anti-trust when you 
start telling people that they have to start 
selling f.o.b. mill, then you've got your- 
self quite a problem because a great many 
producers in this country do not sell f.o.b. 


mill 


laws, 


A this point there was a good deal of 
interest in this subject, and we were called 
upon by the New England Council to 
make a study of the effect of these deci- 
sions upon the New England economy. 

The first thing that bothered me was 
whether everybody was required to sell 
f.o.b. mill. I think the best way to find 
out whether that is required is to ask the 
people who wrote the order. The chair- 
man of the Federal Trade Commission 
and the chief economist of the Federal 
Trade Commission No, that isn’t 
what these decisions mean. 

The Federal Trade 
leased a document prepared by their chief 
economist bearing their othcial stamp ot 


said 


Commission re- 


approval, saying that you don’t have to 
sell f.o.b. mill, so that I wasn’t far wrong 
n assuming that you don't have to sell 
f.o.b. mill, when I made our study 

Now I would like to read you three 
short statements from this document. 


The 


first 1s: 


JANUARY, 1949 














THE BASING POINT METHOD 
MOST STEEL PRODUCTS ARE SOLD ON A DELIVERED PRICE BASIS. 


Diagram |: How the Delivered Price is computed. 





Basing Consuming 
Point Point 





Base Price + Freight To Destination = Delivered Price 
$40 $44 








Diagram 2: Explanation of Freight Disadvantage 
and Freight Absorption. 








Mill at (A) has lowest Base Price plus Freight to [X]* 


Mills at(B)and C)are at a Freight Disadvantage ; 
to sell to [|X] they must absorb Freight. 
Basing Base Price § 40 
Point Fr't. Disodv. =I 


Mill Net: Delivered Price $44 
minus $5 Freight equals § 39 


{Freight $5 
t 


Freight $6 





Base Price § 40 
Fr't. Disodv. 2 
Mill Net: Delivered 
Price $44 minus 
$6 Freight = $36 


Delivered 
Price $44 


Bose Price § 40 
Fr't. Disodv. O 
Mill Net 40 


® Under the Bosing Point System the Delivered Price 1s usually 
the lowest combination of Base Price plus Freight 








Diagram 3: Explanation of first type of Freight Advantage 
and so-called “Phantom Freight”. 








Mill at (A)has lowest Base Price plus Freight to [X). 

Mill at (C) charges the Base Price at(A)plus A’S Freight to [X). 
Having a Freight Advantage of $1 over (A),(C)realizes a Mill 
Net $1 higher than (A). This {$1 is so-called "Phantom Freight" 


Diagram 4: Explanatior of second type of Freight Advantage 
and so-called "Phantom Freight”. 


Mill at (8) has lowest Base Price plus Rail Freight to [X) 
Mill at (A) charges the Base Price ot B)plus B'S Freight to [X) 
When mill at(A)ships by water it has a Freight Advantage of 
$1 and realizes a Mill Net $1 above its Base Price. 

This $1 is so-called "Phantom Freight". 











; Non- Basing Point 
Uses(A® Base Price 


Fr’t. Adv. $1 
Mill Net 41 


Freight $3 

Basi 
Point’ Consuming 
Freight $4 


Freight $5 


Basi 
Point 


Bose Price $40 
Fr t. Adv.(woter) | 





Delivered 
Price $44 


Base Price $40 
Mill Net 40 





Mill Net 4 


Base Price $40 
Mill Net 39 








(Buyer at [X] does not get $1 odvontage because he is quoted only a Delivered Price ) 


Freight (rail) $4 


Freight $3 
Freight (water) $ 2 


Note When millot A ships by railit is at a Freight 
Disadvontage of 8! and realizes o Mill Net $1 below its Bose Price 


Consuming Basing 
Point Point 


Base Price $ 40 
Mill Net 40 


” Delivered 
Price $43 








r and imyurt- 
OMLINISSION 
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5s where they 


}} 7 7 
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The pricing system as such is not im- 
portant, but rather what it is being used 
for 

The second statement reads 

yme writers 

lity of delivered 

systems are much broader than can 
ied by the official act of the Com- 
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mission and the courts. It has been as- 
erted that all delivered price systems are 
unlawful, that uniform prices throughout 
the country are unlawful, that the only 
lawful method of pricing is f.o.b. mill, 
and that it is unlawful for a seller to ab 
corb freight m competing u ith another 
seller. In fact, however, no Commission 
order has yet required f.o.b. mill pricing 
nor forbidden freight absorption except 
in a context of collusion or injury to com- 
petition, nor challe nged the legality of 
uniform delivered prices. Since the courts 
have had no such order presented to 
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them, it goes without saying that they 
have sustained none.” 


The third statement reads: 


“Compliance with the law is much 
easier than it 1s made to appear in some 
current comments. People who participate 
in price conspiracies know that they are 
doing so. People who adopt the basing 
point system in the knowledge that they 
are acting along lines parallel to all 
others in the industry do not do so inaa- 
vertently. Abandonment of all such con- 
cert of action is as feasible as the aban- 
donment of any price fixing scheme. Al- 
though, where the plan has endured for 
many years the change may be painful to 





the person involved, there is no basis for 
the claim that the people do not knou 
how to comply with the Federal Trade 
Commission Act.” 


Those are the three general conclusions 
that I wanted to give you to sustain my 
assumption in making this study that 
everybody is not required to go on to an 
f.o.b. mill basing. People may still ab- 
sorb freight on shipments to meet com- 
petition so long as they do so in good faith 
and without agreeing with other people 
as to how it is to be done. 

When we made this study we found 
first that an f.o.b. mill system would be 
very tough on New England. On the as- 
sumption that an f.o.b. mill system is not 
required, the answer becomes quite dif- 
ferent. It appears that if you can still ab- 
sorb freight, the adverse effects on New 
England are likely in the long run to be 
rather small. 

I want to go into one questionable 
method of pricing which modifies my 
conclusion because I have discussed this 
much further than I took account of in 
the study that I mentioned. That method 
is freight equalization. 

I think that freight equalization is all 
right, just as a zone price system is all 
right, or a basing point system is all right 
so long as people do not enter into a con- 
spiracy about it and so long as they can 
justify differences in their prices to differ- 
ent buyers. The fundamental objective of 
this thing apparently is to make sure that 
people just act like competitors. That's 
the long and short of it, and it is a little 
difhcult to translate that into legal lan- 
guage and I sympathize with the lawyers. 

There is no doubt that some industries 
in areas like New England, even under 
these assumptions that I have made, are 
going to be hurt by anti-trust action. 
Cases are pending against some of them 
now, and some are going to be hurt. 

It is also true that some industries are 
now being hurt by the effect of the shift 
of the steel industry from a basing point 
system of pricing to an f.o.b. mill system 
of pricing. The hurt that is being done 
there will, I believe, be removed once the 
supply of steel begins to exceed the de- 
mand, because when that happens buyers 
of steel will be able to buy steel from the 
nearest sources of supply, which many 
consumers cannot do now because the 
nearest source of supply is booked, as you 
know, and he won't take on new cus- 
tomers. But eventually that problem will 
work itself out and it can be worked out 
even faster than eventually by some coop- 
erative action on the part of the steel in- 
dustry. 

One of the most important things we 
discovered in this study was that since the 
New England market—and this is true 
also of some other markets—is now a 
market protected by freight rates in a way 
that it was not protected before, a mill 
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absorbing freight to the New England 
consumer has been priced out of this mar- 
ket by the mill system which was volun- 
tarily adopted by the steel industry. There 
is in that situation some degree of price 
protection to the New England market, 
but in addition to that there is price pro- 
tection by virtue of the fact that the near- 
est major mills are located at Buffalo, 
New York; Bethlehem, Pennsylvania; 
and Sparrow's Point, Maryland. 

Mills in New England produce certain 
items, but for the production of inte- 
grated mills you have to go to those three 
outer points just mentioned. The price 
protection now enjoyed by the New Eng- 
land producer is substantial. There is $7 
to $14 a ton in price protection because 
of freight costs from the nearest major 
competing mills to central New England 
points. That kind of price protection adds 
impetus to the expansion of the steel in- 
dustry in New England. 

New developments in technology and 
sources of supply for ore enhance the 
possibility of expansion of New England 
steel production. It may well be that, out 
of all this confusion which has arisen, 
New England has been stimulated to 
scratch around and to find for itself a 


number of major new industries, and I 
can assure you that there are a lot of peo- 
ple scratching around in that field today. 

Although New England is an area defi- 
cient in raw materials, the discovery and 
development of iron ore, richer than the 
ores of the Mesabi and potentially as ex- 
tensive, in the Labrador-Quebec area in 
Canada, opens up a whole new possibility 
to New England which it never had be- 
fore. The characteristic transportation 
movement, except in the case of paper, 
was to move your raw material to New 
England and then back-haul your raw 
material in the form of the finished prod- 
uct to markets elsewhere. We face the 
possibility of having raw materials move 
from Canada to processors in New Eng- 
land, and from there to market here and 
in the rest of the country—a through- 
haul from raw materials to finished prod- 
uct with no back-haul involved. A major 
part of the through-haul could be by 
water. The whole character of the New 
England economy could be changed by 
this new situation. The basing point deci- 
sions are only a part of that whole pic- 
ture, but it was those decisions which 
stimulated a lot of thought and develop- 
ment. 





Little Change in Chicago Sales Practices 


A survey by the Chicago Association 
of Commerce and Industry shows that a 
relatively small proportion of Chicago in- 
dustries have made any change in their 
pricing practices as a result of the cement 
case decision and later basing point de 
cisions. Wilfred Sykes, president of the 
Association, said that 252 industries reply- 
ing to an Association questionnaire were 
‘nearly evenly divided’ between those 
selling f.o.b. point of origin and those 
selling f.o.b. destination—''that is, on the 
basis of a uniform national price or on 
the basis of uniform prices within speci- 
fied zones.” 

In a page of comment which accom- 
panied the results of the survey, the As- 
sociation called attention to “a diversity 
of practice and a diversity of attitude’ 
among manufacturers. The division of 
sales practice probably reflects the fact 
that Chicago is a city of outstanding di- 
versity of types of manufacturing, accord- 
ing to the report. 

Two maps accompanying the report 
demonstrate that the market area as de- 
termined by freight rate advantages varies 
substantially between different products. 
Strict adherence to point of origin pric- 
ing might have marked advantages for 
certain industries in Chicago while it 
might practically stifle others. 

One of the maps shows how f.o.b. 
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point of origin pricing on a particular 
steel product would improve the com 
petitive position of Chicago. The other 
shows how such mandatory pricing might 
reduce the area which asphalt roofing 
could expect to reach to a small fraction 
of the market in which this product is 
now sold from Chicago. 

In considering the replies received 
from Chicago business establishments, 
Sykes said: “It is impossible to tell at this 
time whether the variety of opinion ex- 
pressed grows from the differences in 
marketing and purchasing problems con- 
fronting Chicago industries or whether it 
results from the widespread confusion 
which exists as a result of the court de- 
cisions involved. 

Some businesses sell many different 
products,” he said. ‘They may have long 
established practices, which they believe 
demonstrate that it is advantageous to 
sell some of their products f.9.b. point of 
origin while it is more profitable to sell 
others on a delivery basis. 

“These same businesses purchase ma- 
terials and supplies of many varieties. 
When the problems of purchasing these 
different supplies is added to the problem 
of selling different types of goods, the 
difficulty of determining which form of 
pricing would be most advantageous be- 
comes even more complicated.” 
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Small Business Urged to 
Improve Management 


HE NUMBER of small businesses in the 
oan today, per thousand of popula- 
tion, 1S as large as at any time in Our history 
and numerically there is no downward 
trend in sight, according to a report by 
Economist A. D. H. Kaplan, “Small Busi- 
ness: Its Place and Problems,” issued by 
the Research and Policy Committee of the 
Committee for Economic Development. 
This does not exclude the probability that 
the next few years will see a weeding out 
among the small that mush- 
roomed in the wartime and postwar sell- 
ers’ market. 

While small 
its strength in numbers, it has lost some 
ground in the proportion it does of the 
nation’s business. Three main factors will 
affect its future vitality, according to 
Kaplan: first and 


management 


busine sses 


business has maintained 


foremost, oved 
also, greater F 
yuity capital and an impr 
progvan i federdi lind j 
In reviewing the present state of small 
business, Kaplan points to its importance 
for a healthy free enterprise economy and 
for our democratic society. In 1939 small 


business represented the source of 11 mil- 


| ontribute its future 


lion jobs. If it is te 
share to high productivity and employ- 
I nt, we should look to small business for 
14 million jobs 

With production 


inding increasing skills, Kaplan cites 


ind marketing de- 


rovement of small business manage 


nt as the 


essary step toward 
itself —both 
responsibilities in this 


most nec 
strengthening it. Business 
has 
gard, he points out 


taken by the 


g and small 
ind there are steps 
ommunity and by 
Action 1s needed 
illy schools of busi- 
should lay less stress 


r specialized skills for 


administration 


emphasize 


instruction that will encourage their 
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should 


gen 


raduates to take the responsibilities and 


opportunities of small business manage 


nt and ownershiy 


should | lace more 
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king their members alert 
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Chambers of Commerce should conduct 
continuing local educational programs 
for small business. They can help, for 
example, by sifting and recasting busi- 
ness information—such as that provided 
by the U. S. Department of Commerce 

so that its relevance to local markets 
is apparent. 

i. Manufacturers should aid their 
small business customers by supplying 
more helpful intormation about mer- 
chandising their products. A notable ex- 
ample is the work done by automobile 
manufacturers in schooling dealers. Man- 
ufacturers in a number of fields have 
developed useful means also for helping 
small customers gauge their financial po- 
sition, work that needs continued atten- 
tion from the banks as well. 





From 1930 to 1940, says a Twen- 
tieth Century Fund report, while 
private expenditures for industrial 
research in the United States rose 
from $116 million to $240 million 
or about 100 per cent, government 
expenditures for scientific research 
rose slightly less than 200 per cent 
—from $24 million to $69 million. 
During the war, government ex- 
penditures on technical research far 
surpassed those of private industry— 
$2 billion on atomic fission alone. 





Kaplan declares that fear of competi- 
tion, stemming from lack of 
knowledge, frequently has been allayed 
by seeking protection that takes the form 
of keeping someone out of a market. He 
points out that there are few such walls 
that will not be got around by alert com- 
petition. The small will 
strengthen himself by Icarning how best 


often 


business man 


to compete for, not how to restrict mar- 
that artificial trade bar 
states and other restraints 


kets He 
riers between 
on normal 

Commenting on_ the 


urges 
business be removed 
often-quoted 
small-business mortality figures, Kaplan 
says that they are misleading, in that 
many closings are mere changes of own- 
ership, while other supposed “failures” 
represent a switch from self-employment 
to employment by others, or mergers or 
voluntary retirement. 

A lack of equity capital is one of the 
major handicaps to small business stabil- 
ity, according to the cuthor. Commercial 
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banks, the main source of small business 
loan capital, cannot enter into equity 
financing or even extended term financ- 
ing. He believes a government lending 
agency to provide such capital is inad- 
visable in that it would tend to reduce 
the independence as well as the efh- 
ciency of small scale enterprise. 

Capital banks under the Federal Re- 
serve System are proposed as a possible 
method of supplying this equity financ- 
ing. The British Industrial and Com- 
mercial Finance Corp. and others on the 
European continent are reported as hav- 
ing this field. Commercial 
banks could become stockholders in such 
banks along with individuals and groups 
seeking to expand the business of their 
communities, the author suggests. 

Community funds for local business 
development can be helpful in some 
areas in providing equity capital, but the 
activity of such funds to date indicates 
that they cannot meet the broad needs 
of small business financing. 


success 1n 


As to tax reforms that would aid small 
business, Kaplan says: “Analysis of busi- 
ness profits has made it clear that small 
business tends to experience a sharper 
drop in income when business is gener- 
ally low and a sharper rise in profits 
when business activity is high than is the 
case with the more broadly based big 
enterprise. Hence small business 
more than proportionate dependence on 
any characteristics of the tax system 
which tend to sustain the total of em- 
ployment and the aggregate demand for 
goods and services.’ 

Extension of the carry-forward of 
business losses from the prevailing two 
years to five years was recommended by 
Kaplan, a provision since incorporated 
in the Tax Revision Bill of 1948. The 
principle of averaging taxes over good 
and bad years, sound for all business, is 
often vital to the survival of small busi- 


has 


ness. 

A system of averaging of individual 
over a given period . would 
serve, likewise, to eliminate present dis- 
crimination 


incomes 


against persons whose in- 
irregular . . . a tax system 
that has as little repressive etfect as pos 
sible upon investment in small business 
regarded as for the 
survival and growth of small business. 

Kaplan concludes that a main deter- 
rent to constructive action to aid small 
business is the fact that the problems of 
small business are too often made polit- 
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You should have seen his eyes 


when I proved it!” 


“Mr. Miller,” I began, ‘tour Comptometer 


Payroll Plan can save money for your firm.” 


He just looked at me, with that 


I’m-from-Missouri expression. 


“Our Plan makes orzginal postings 
yield final results,’ | continued. “‘With it, you 


enter an item once, and once only!” 
“Very good, young man, if true,”’ he said. 


I proceeded to prove it. Proved how fast and 
economical this plan is. And you 


should have seen his eyes when I did! 


Why not let a Comptometer representative prove how 
your firm can slash the high cost of getting out 
a pavroll? Ask him to show you our new booklet, 


“Felt & Tarrant’s Streamlined Payroll Plan.” 


ComPTOMETER 


REG. U.S. PAT. OFF, 


ADDING-CALCULATING MACHINES 


Made only by Felt & Tarrant Manufac- 
turing Co., Chicago, and sold exclusively 
by its Comptometer Division, 1734 North 


Paulina Street, Chicago 22, Illinois. 








The Outlook for Business and 
Personal Taxes 


By Addison B. Clohesey and William E. fetter 


ILL THE change back to a Demo- 
W. ratic Congress attect the tax situa- 
tion in 1949? Will we have an excess 
profits tax? Will corporate rates be in- 
reased? Will individual rates be in- 
creased ? 

What about operating loss carry-overs, 
family partnerships, Section 102, an- 
nuities, stock options, deductions, excise 
taxes, capital gains, penalities, and a lot 
of other things ? 

These are just some of the questions 
isked of the tax man daily, which indi- 
cate the tremendous emphasis on tax- 
thinking brought about by the change 
back to a Democratic Congress. We will 
try to pin some of them down—to tell 
you what you may expect this year and 
next year as a result of the activity of the 
Slst Congress 

Tax legislative changes in 1949 could 
develop into policy changes and admini- 


strative changes. The latter is the Con- 
gress’ term for all changes in the Internal 
Revenue Code which are designed to af- 
fect administration of the tax laws, plug 
loopholes, correct errors, right wrongs, 
adjust inequities, etc. 

Any policy changes (changes in rates, 
exemptions, base, basis, etc.) will depend 
on the economic situation at the time the 
Bill is under discussion and on the per- 
sonnel of the Congressional Committees. 
Thus, if the Federal budget for the 1949 
fiscal year (ending June 30, 1949) is 
balanced, don’t look for policy changes. 
Our guess is that the budget for the next 
fiscal year will be just about within the 
limits of our estimated revenue for that 
year. This means probably no increase in 
rates, but no decrease either. 

While the Congress will be overwhelm 
ingly Democratic and, on the whole, 
friendly to President Truman, this will 
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not necessarily be true of the Committees 
in the Congress. They are important. 

For example, no legislation reaches the 
floor of the House without the approval 
of the House Rules Committee. This 
Committee is headed by liberal Adolph 
Sabath of Chicago, long an administra- 
tion wheel-horse, but is otherwise com- 
posed almost entirely of Republicans and 
Dixiecrats. Sabath had little control over 
this important committee in 1945 and 
1946. It remains to be seen whether he has 
more this year. The Senate Finance Com- 
mittee consists of seven Democrats and 
six Republicans, but at least three of the 
Democrats are of the ultra-conservative 
Southern variety. 

Let's get down to cases on some of 
our question 


1. Excess profits tax on corporations. 
Possible but not probable. A survey of 
the Senate Finance Committee reveals a 
probable eight votes against it. That means 
it doesn’t get to the Senate floor, and 
won't go to the Conference between the 
House and Senate. Only runaway infla- 
tion could get such a proposal out of the 
Finance Committee. 


2. Increase in corporate rates. Probable 
if inflationary continue. Not 


more than four percentage points. 


pre ssures 


7 Tn Vedse Z4] ps rs mal Vale Very 
doubtful. Only in event budget is much 
higher than revenue, and then only in 
middle and higher brackets. 

i. Excise taxes. No increase. On the 
other hand, we oubt that any will be 
dropped or decreased despite the pres- 
sures that will be brought against them. 
John Snyder echoed the Administration 
sentiment when he said, “I like excise 
taxes, they produce a lot of revenue.” 
Moreover, historically, excise taxes have 
produced about 25% of the total revenue, 
and in 1947 constituted slightly less than 
20%, and will run at about the same 
rate this year. 

Here are some of the things that will 
become completed legislation in 1949. 


a Aare LINN 





They are in the category of administrative 
changes, but many of them do affect the 
amount of taxes you will pay. 


Corporations 

1. Net operating loss carry-over and 
carry-back will probably be changed from 
the present 2-year carry-back and 2-year 
carry-over, to a 1-year carry-back and 5- 
year carry-over. This extends the “averag- 
years, and op- 


ing’ period from 5 to 
erates particularly in favor of new busi- 
nesses which are seeking venture capital 
and have no years to which current op- 
erating losses may be carried back. 

This change could also favor individual 
proprietorships and partnerships. 

2. Employee stock options will be sub- 
jected to a new set of rules. These op- 
tions are incentives used by employers to 
attract or keep good executives by giving 
them a “piece of the business.” The ex- 
ecutive is given an option now to buy 
stock in the future at or below the present 
price of the stock. Under the 
rule the employee (executive) receives 
taxable income at the time he exercises 
the option, to the extent of the difference 
between the market value and the option 
price. This difference is taxed as ordinary 
income rather than capital gain on the 
theory that it constitutes additional com 
pensation for services. Under the present 
rule frequently the employee (executive) 
is called upon to sell part of the stock he 
receives in order to pay the tax on it. This 
minimizes the “‘piece’’ he receives, and 
to that extent eliminates the incentive the 
plan purposes to establish. 

Inder the new law where an employee 
is granted a stock option that (a) must 
within 10 years and only 
an employee, (b) can’t be 
more than 


p resent 


be exercised 
while he is 
transferred, and (c) is not 
10% of the corporation's stock: 


(1) Where the option price ts at 
least 90% of the fair market value of 
the stock no income will be recognized 
at the time the option is exercised 
However, if the stock is sold within 
three years, ordinary income resulting 
from the sale will be limited to the 
difference between the option price 
and whichever is lower between the 
sale price and the fair market value at 
the time the option was exercised. 


(2) Where the option price is less 
than 90% of the market price, the em- 
ployee receives ordinary income when 
the option is exercised. The amount of 
the income will be the difference be- 
tween the fair market value of the stock 
and the option price. 

The employer will get a deduction 
only for the amount which is treated as 
fully taxable compensation to the em- 
ployee. 

(3) Unreasonable accumulation of 
surplus is subject to special surtax un 
102 of the Internal Reve 
will continue to be so 


der Section 
nue Code. It 
taxed, except that the Congress will 
legislate that the burden of proof of 
accumulation 
Now the 


Corporation has to prove that any ac 


unreasonableness of the 
will be on the Commission 


cumulation of profits is not unreason 
able. 

(4) Taxpayers will get a break on 
corporate liquidations in that part of 
the gain on a liquidation will be de 
ferred until non-cash assets are sold by 
stockholders. This will permit corpo 
rations to liquidate without stockholders 
paying an immediate capital gains tax 
on assets that have appreciated in value 


(5) Corporation or individual will 
get a tax-free conversion where the tax 
payer receipt of the 
money for the involuntary conversion 
by purchasing similar replacement prop 


anticipates the 


erty before such receipt 


(6) A ceiling of 25% would be put 
on penalties for failure to pay with 
holding tax. Penalty will be computed 
at 5% for each 30-day delay but may 
25% Present law has 
100% 


not Lo 


maximum of 


ove! 


Individuals 


1. The splitting of income between 
husband and wife has placed the family 
partnership emphasis on partnerships in 
volving children. The new law may cet 
tify the validity of family partnerships 
for tax purposes, even where the partner 
ship interest was obtained by a gift. How 
children over 21 


years of age will qualify as partners 


| 
I 
t 


ever, probably only 


2. Under the present law annuities are 
taxed under the 3% rule. This means that 
arbitrarily 3% of the amount paid for the 
interest, and 


the first 3% 


insurance is deemed to be 
taxable as such 
of the amount paid is taxed out of the 
Thereafter there is no 


Theretore 
amount received. 
tax on amounts received until they equal 
the amount paid. After that all receipts 
will probably 


are taxable. ( ongress 
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change this 3% rule so that the cost of 
the annuity be amortized over the term 
of the annuity, or over the life expect- 
ancy of the annuitant. 


3. Taxpayers will be allowed to change 
an election from use of the standard de- 
duction to the actual deduction, or vice 
versa, even after the return has been 


filed. 


i. There has been a growing tendency 
for taxpayers to take, and the Tax Court 
to allow, deductions for work 
that approaches the limit of the ordinary 
worker taking deductions for the cost and 
maintenance of his overalls. The new law 
will deny any deduction for wearing ap 
Safety equipment and other ap- 


clothes 


parel 
pliances will still be deductible as busi- 
ness expenses. This will still leave prob- 
lems. For example, is a fireman's hat 
wearing apparel or safety equipment ? 

5. Bad debts which were originally in- 
curred in the course of the taxpayer's 
business will be treated as business bad 
debts even though they become bad when 
the taxpayer is no longer in business. 


6. Wages paid to a person claimed as 
a dependent will not be deductible. The 
test of a dependent will be whether or 
not he has an income of $600 or more 
Under present law the test is $500. 


Nonresident alien individuals will 
be taxed at the rate of 30% on the full 








\; 
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At the turn of the year taxpayers, both corporate and individual, 
are looking to Washington for advance indications of tax policies dur- 
ing 1949. Two of the men who will probably be strong influences in 
developing federal tax policies are Senator Walter F. George of 
Georgia (R), who is expected to be Chairman of the Senate Finance 
Committee, and Representative Robert L. Doughton of North Carolina 
(L), who is expected to be Chairman of the House Ways and Means 


Committee. 





excess of gains over losses. If they are in 
this country for less than 90 days the tax 
will apply only to capital gains realized 
during their presence in the United 
States. If they should be in the Country 
90 days or more the tax will apply to all 
capital gains arising during the taxable 


year 


Tu 


some provisions that look safe for enact 
that 


foregoing discussion embraces 


ment are others might be 


in the ilight zone, which prob- 
1 
I 


wi d by the Treasury 


on which Congress may be unable or 


unwilling to do anything 
One of the more important ot 


ry profitable use of 


these 


relates to a ve mort 


gages that the Treasury would like to 


stop. Here’s how it works, and the only 


I 
way the Tre 


by legislation 


stop it 1s 


I 


asury can find to 


You want 


| 
to scl 


l ( yr hu ) 4 t perty 

| d1ece Of property which cost you 
$100,000. It 
SSO, 


at 
$20,000, but is now worth 
| taxable profit of 

ipital gain on which 
the tax would be $ 0.000 (250 of $80, 
OOO) 


atter taxes of $80,000 


a 


This would give you a net return 
ce ($100,000 less 
$20,000 tax) 
| instead of selling, 


of $85.000 on the pro- 


you 


the property to a 
You have 
which there'd be no 


| / / , 
ake a tax deduction 


would 


for $15,000 (the value of the property, 
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$100,000, less the mortgages, $85,000). 
For a top bracket taxpayer, this deduction 
would be worth $12,319 in tax savings 
Result a 


$80,000 


return of $97,319 instead of 


2. Sale of property. A variation of 
the above can also be profitable. Suppose, 
after placing the mortgage, you incorpo 
property instead of giving it to 

The stock you'd receive would 


rate the 
a charity 
have a zero basis in your hands because, 
on a tax-free transfer of property to the 
corporation, the stock 

the property transferred 


takes the basis of 
($20,000), re 
duced by the mortgage ($85,000) and, 
since the rule is that a basis cannot be 
less than zero, the stock has a zero basis 
If sometime later you sell the stock for 
$15,000, your $15,000 profit would net 
$11,250 after the long-term capital gains 
tax of $3,750 (25% of $15,000). You'd 
wind up with a total of $96,250 ($85, 
000 plus $11,250) instead of $80,000. 

3. Incorporating property. Suppose you 


want to incorporate a business because 
that form of operation could lower the 
tax burden. The 


$20,000 and a value of 


business has a basis of 
$100,000. You 
borrow $85,000 and transfer the property 
and liabilities to a The pay 
ment of the loans or mortgages by the 


corporation 


corporation permits you in etfect to draw 
$85,000 of corporate profits in advance 
completely free of individual tax. 
There is one weapon which the Treas- 
ury will undoubtedly use in attacking the 
incorporation situations, although with- 
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out too much hope of success. It’s a 
rarely used section which provides that 
an otherwise tax-free exchange may be 
taxed where the corporation assumes a 
liability or takes property subject to a 
liability if: (a) the principal purpose of 
the acquisition was avoiding the tax on 
the exchange or (b) the purpose was not 
a bona fide business purpose. (Sec. 
112(k)). But the Treasury is worried 
about its ability to prove the “purpose.” 

That is just a sample. Other fields in 
which the Treasury will seek Congress 
help includes taxes on small corporations, 
war loss recoveries, income of life insur- 
ance companies, pension trusts, dividends 
received credit, installment obligations, 
corporate reorganizations, personal hold 
ing companies, statute of limitations, and 
sundry technical matters. 

We have not discussed estate tax changes 
because of space limitations, but there 
are several changes to be expected in that 
field. 

Whether any of these provisions be- 
come effective in 1949 is problematical 
The Senate particularly does not like 
retroactive legislation, and our guess 1s 
that the Revenue Act of 1949 will not 
be enacted very early in the year. It prob- 
ably will not be started until April, after 


three or four weeks of 
two weeks of ex 
ecutive sessions by the House Ways and 
Means Committee, two weeks to get a 
rule and passage by the House—and then 
it goes to the Senate. After passage by 
the Senate we'll have a Conference be 
tween House and Senate before the Bill 
is sent to the President for signature. 
When he signs it, it is completed legis- 
lation. 


which we get 
hearings in the House; 





Why pay 


WICE 


jor the same job? 
OVE writing ts cnough 


with 


UARCO 


or instance... See the NEW 
UARCO REGISTER . . . for turning out 
simple records on the spot. Saves time and 
bother producing handwritten forms for 
every purpose. Forms are consecutively 
numbered to give you complete control. 
One copy is automatically filed, safe from 
tampering. 


UARCO 


INCORPORATES 


Business forms 


business JOTMS 


You do pay twice when forms take twice the time they should... 
when the typists have to set carbons, line up copies. You pay twice 
when forms take twice the effort... when they have to be re-copied 
for each new use, or to correct needless errors. 

Once does it with Uarco! Carbons are pre-set, copies pre-aligned 
—so there’s no waste time in typing. And no waste effort thereafter 
—one writing makes every copy the job requires. 

The result is dollars saved. In any kind of business—wholesaling, 
retailing, manufacturing, general office—size makes no difference. 

See where you can save. Call in your Uarco Representative for a 
complete survey of your business form requirements. There is no 


charge for this service—no obligation whatever. 


UARCO INCORPORATED 


Chicago, IIl.; Cleveland, Ohio; Oakland, Calif.; Deep River, Conns 
Offices in all principal cities 


CONTINUOUS-STRIP FORMS AUTOGRAPHIC REGISTERS SINGLE SET FORMS 
FOR TYPEWRITTEN AND BUSINESS MACHINE RECORDS AND REGISTER FORMS 





Local Income Taxes Increasing 


With dozens of local governments adopting flat rate in- 
come taxes, each of us may soon be eligible for the payment 
of tax on income at two or three different government 
levels. The “‘productivity’’ of the income tax ts undeniable, 


of course—the city of Philadelphia, for example, collected 
more than $33 million a year ago by this method. And 
Toledo's municipal fathers, according to Tax Outlook, 
gathered $45 million by the same device. In addition, the 
tax has been adopted by Louisville, St. Louis, four more 
cities in Ohio (when this tally was made), and some 50 lo- 
cal units in Pennsylvania—including a number of school 
districts! 

Thirty states use this powerful tool to tax both corporate 
and individual incomes. During 1948 these states garnered 
15.8 per cent of their total tax revenues from income 1m- 
a tidy sum of $1 billion. 

And here's a word of caution from a student of the 
trend: It is now quite possible for a taxpayer to reside in 
overlap ping tax areas. Thus he can find himself eligible to 
pay tax on his income not only to the federal government 
but also to a school district, a municipality, and a state. The 
tax has as much interest to businesses operating in inter- 
state trade as to individuals in local income tax areas. 

Meanwhile, Tax Institute points out, administrative work 
is complicated by the fact that local income taxes are being 
adopted so rapidly that the problems they create for both 
the administrators and taxpayers have not yet been clearly 


posts 


defined, much less solved. 

Against this backdrop the recent formation, by the Con- 
trollers Institute, of a National Committee on State and 
Local Taxation is thoroughly understandable. Controllers 
gan, and undoubtedly will, be helpful in developing recom- 
mendations that can bring a sense of order into a potentially 


chaotic situation. 


Inflation Defined: Two Ways 

After emphasizing that more common use of this definition 
of inflation—a change in the volume of the circulating 
medium tending to reduce the purchasing power of the mon- 
etary unit—would eliminate a large amount of fallacious 
reasoning, “Economic Intelligence” (Economic Research De- 
partment of the U. S. Chamber of Commerce) published in a 
recent issue a “case history” that provided in human terms an 
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even better definition of inflation. As described by H. W. 
Prentis, Jr., President of Armstrong Cork Company: 

"I took out this little policy for $3500 in 1910 when I 
was 26 years old. The premium was $55.62 a year. The 
first three annual payments were made in what I shall call 
MacV eagh dollars—Franklin MacV eagh being then Secre- 
tary of the Treasury. The next payments were made in Mc- 
Adoo dollars. The next one in Glass dollars, Mr. Carter 
Glass having been Secretary of the Treasurery in 1919. The 
next one was in Houston dollars and the final nine premium 
payments were made im Mellon dollars. The total premium 
payments amounted to $1112.44. The 166.86 MacVeagh 
dollars that I paid in are now worth 65.24 Snyder dollars; 
the 333.72 McAdoo dollars are now worth 157.63 Snyder 
dollars; the 55.62 Glass dollars are equivalent to 39.64 
Snyder dollars; the 55.62 Houston dollars to 45.89 Snyder 
dollars. The 500.58 Melion dollars are now worth 351.04 
Snyder dollars. In other words, my original investment of 
$1112.44 15 today worth 659.44 Snyder dollars—a shrink- 
age of 41 per cent. 

“In short, my effort to protect the future of my famil) 
through self-restraint and saving over a period of twenty 
years has been largely defeated by the shrinking value of the 
dollar. To the thousands of individuals whose sole income 
in old age will be from insurance that defeat is a tragic one 


indeed!” 


A Tale of 96,000 Creditors 
(Sub-titled: Let's Call the Whole Thing Off!) 

Now that it’s '49, let's take a look at ’48 and ‘47 
magazines, we mean. 

In 1947 a “noble experiment in magazine production,’ 
as one observer labelled it, hit the news-stands. This new 
magazine, which was to change its title with the years, was 
then titled '47-—-The Magazine of the Year. It was unique 
in at least one respect—the magazine was jointly owned by 
the writers, artists, photographers, and others who contrib- 
uted to its pages. 

‘47 lived into but not through 48. Now it’s bankrupt 
And, as is usual, its creditors have been informed of the sit- 
uation. Plain sailing, so far, but from here out the going 
gets a bit rough. Observes Credit Executive, published by 
the New York Credit Men’s Association: 

Every subscriber to '48—-The Magazine of the Year (nee 
'47) 1s a creditor because the subscriptions were still in 
force when the venture went broke. Claims of these cred- 
itors will run anywhere from $r to $5 to $10, depending on 
their subscription outlay. 

There are, it would appear, 96,000 creditors 
figure to conjure with in any bankruptcy. Now, under 
bankruptcy regulations, every subscriber or creditor must 
receive two notices through the mails, the first informing of 
the bankruptcy and the other on the outcome of the whole 
affair—who gets what, etc. 

Next, under the bankruptcy rules which were adopted 
when the system of salaried referees went into effect about 
two years ago, the Court levies or charges the estate in- 
volved r1o¢ for each and every notice so mailed. Since the 


the 


a nice neat 





rule is not flexible, a charge of less than 10¢ is not per- 
mitted. This means that long before any creditor will re- 
ceive a settlement check, the Court will collect about $19,- 
200 for mailing these notices. 

That sum must come, notes Credit Executive, from the 
assets of ’48-—-The Magazine of the Year. 

What are the defunct magazine's assets? About $25,000! 
In short, the Court will collect $19,200 for mailing charges 
out of this $25,000 estate. 

Of course, this is an unusual situation, and one which 
was not foreseen when the ro¢ per notice rule was insti- 
tuted. Referee Irwin Kurtz is appealing the ruling with 
Washington, but great bodies move slowly. 

Meanwhile ’48 magazine's 96,000 subscribers-creditors 
can hold their breaths through '49—the year, we mean, not 
the magazine! 


Survey Finds Favor for Labor Act Changes 


The inclusion of company officials, as well as union leaders, 
under the non-communist affidavit section of the Taft-Hartley 
Act was the change in the law most often suggested by execu- 
tives surveyed by the National Industrial Conference Board 
on their reaction to the act after one year of operation. The 
survey found that slightly more than one half believe that di- 
rectly or indirectly an improvement in their company’s rela- 
tions with their employees has resulted from the act. Forty-six 
per cent did not see any effect. Not one of the executives be- 
lieved the act has resulted in a deterioration of their com- 
pany’s relations with employees. 

Ninety-three per cent favored the act. A large number of 
these executives felt, however, that the act “has definite short- 
comings.” Five per cent felt that the act “has gone too far and 
has done more harm than good.” Two per cent failed to state 
whether or not they favored the act. 


Comic Strips ‘Sell’ Company Rules 


The blunt “verboten"’ method of stating company work 
rules is fast giving way to “reason why” explanations, ac- 
cording to a study of the handbooks of three hundred com- 
panies which has recently been completed. 


“In the science of personnel administration,” the stud) 


“And another thing, Wilkinson--- if there's one thing 
I like to see, it’s a clean desk! Remember that!” 


points out, “more and move emphasis is being placed on the 
fact that employees are human beings who respond favor- 
ably to treatment as individuals. The military-type regula- 
tion is ruled out automatically.” 

As contrasted to a decade ago, the Conference Board 
finds, rules today are few. Examination of the rules books 
of the 300 companies surveyed disclosed that rules on only 
nine topics appear in a majority of them. These are regula- 
tions on attendance, punctuality, registration, good house- 
keeping, reporting of injuries, smoking, solicitation of 
money, and outgoing personal telephone calls. 

Some companies report that cartoons are so effective in 
getting rules across that they present all the rules in this 
fashion, with only a minimum of copy. 

In several of the cases studied, an employee, represented 
by acartooned figure, is depicted doing a series of things "‘the 
right way or bungling along the wrong way. Often the 
point of the rule is put over merely by the outrageous or 
ridiculous ap pearance of the forbidden act.” 

Most company rules relating to employees fall into one 
or more of the following categories, designed to: (1) pro- 
mote health and safety of the employees, (2) protect em- 
ployees from annoyance, (3) insure a working force of 
good character, (4) protect com pany property, (5) main- 
tain production, (6) insure conformance with legal re- 
quirements, and (7) further good public relations. 


“Get ‘em While They’re Cold!” 


If you're interested in the sponge industry in Turkey- 
Or if you bagged a muskrat and don't know how to cook it— 


Your Uncle Sam is all ready to give you an assist! 


Publications telling about Turkish sponges and how to 
cook muskrats are among the tons of booklets, pamphlets, 
and reports published during the past fiscal year by the 
Government Printing Office—at a cost of $55 millions. A 
Congressional Sub-Committee, by the way, is investigating 
to determine whether such expenditures are necessary. 

On the other hand, some of the figures which could be 
of help to business management in planning its activities 
are oftimes so old when they are published that they have 
only historic value, if that. 

For example, the Economic Research Department of the 
United States Chamber of Commerce recently pointed out 
that in connection with the Census of Manufactures, then 
under way, the data covering 1947 are scheduled to begin 
appearing in preliminary form sometime in 1949. But you'll 
be lucky to see the printed volumes before 1950. The 
Chamber also cites one instance of a census document that 
has been at G.P.O. since June 1947 and in the fall of 1948 
it was reported Census officials were still waiting for the 
proofs. 

There are, of course, two approaches to the problem: Ex- 
pand G.P.O., or (as some unkind souls stress) let the 
Government pare down the mountain of printed matter it 


so laboriously produces. PAUL HAASE 
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The Contribution of University Education 
to Controllership 


By William H. Conley 


HROUGHOUT all industry today there 
1; growing interest in the subject of 
training, not only pre-employment train- 
ing in universities but induction training 
for all groups from semi-skilled to jun- 
ior-executive, training at all 
levels, and even training conferences for 
top management. It is appropriate that 
and executives, as 
business consider 


in-service 


controllers business 


well as educators, 
jointly the education and training of con- 
trollers. 

I shall 
topics 
of business of universities and how these 


confine my discussion to two 


t, the functions of the schools 


are related to controllership, and second, 


the contribution of the schools of busi- 


ness to business and to so 1ety 
For centuries universities have been en- 
gaged in the pursuit of knowledge for its 


own sake. They have carried on academic 


research, they have delved into the past 


They have always been interested in im- 


parting knowledge and in developing tal- 
ented into well-rounded 


men persons 


with a sound philosophy of life 
of their traditional interest, many people 


still look upon the university as an ivory 


Because 


tower in which scholars lead a life of se- 
clusion removed from the turmoil of the 


world and also from the reality 


everyday 
of modern life. Obviously, such a concept 
university is distorted 


Although the 


interested in_ the 


has tradition- 


pursuit of 
I 


university 
ally been 
knowledge for its own sake, it has always 


been interested in contributions to society 
through preparing men for the learned 
professions. Some of our ancient univer- 
sities were well known for their prepara- 
tion in the fields of theology, of medicine, 
and of law. Then as the need for spe- 
cialized training developed, universities 
expanded their professional offerings into 
such fields as dentistry, engineering, and 
many other areas. As a matter of fact, 
whenever there was an area in which 
there was required a breadth of education, 
a systematic development of abilities and 
skills, and a recognized body of knowl- 
edge, the universities developed profes- 
sional schools around those areas. 


li is in keeping, therefore, with the evo- 
lution of the university that it should, in 
the 20th century, turn its attention to the 
field of business and industry. Today the 
lives of most people are filled with the 
problems of business, and the social and 
political problems confronting — society 
stem from the operation of our economy. 

Thus, from the point of view of the 
individual, as well as from the point of 
view of the welfare of society, the univer- 
sities have an obligation to use their tal- 
ents and their resources in the develop 
ment of business leadership, and even in 
the training of business technicians 

The university of the 20th century has 
not had to forsake its ivory towers—and 


WILLIAM H. CONLEY, Dean of the School of Commerce, 
Loyola University, Chicago, is at present on leave from the 
University and is temporarily located in the U. S. Office of 
Education, Federal Security Agency, as Specialist in the 
Division of Higher Education. Dr. Conley himself graduated 
from Loyola, and received his doctorate from Northwestern. 
During the war he served as Lieutenant Commander, USNR, 
in the Standards and Curriculum Division, Training Activity, 


Bureau of Naval Personnel. 
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its ivy-covered cloisters—because of the 
growing importance of business, but it 
has had to build new skyscrapers in the 
market place. The university of 1948 
finds its scholars equally at home in any 
of the locations and equally serving civi- 
lization and learning. 

In the school of commerce, or the 
school of business, the university under- 
takes the professional training of business 
men. Such a school does not pretend to 
teach all of the facts and all of the pro- 
cedures of business. It recognizes that 
many of the facts and many of the pro- 
cedures can be learned more effectively 
and more quickly in business. It does not 
attempt to turn out finished business ex- 
ecutives. As a matter of fact, it does not 
even attempt to turn out finished junior 
executives. 

It does shorten the apprenticeship of 
the business man. The professional school 
of business gets the man ready for an in- 
ternship training in business, just as the 
school of medicine prepares the medical 
student for his internship and residency. 
The university school of business attempts 
to get men ready for this internship by 
giving them, first, a sound general educa- 
tion, second, by giving them a general 
education in business, and third, by giv- 
ing them specialized training in one area 
of business. 

The first 
business 


function of the university 
to give broad gen- 
primarily 


school of 
eral education—is 
with the preparation of the man for the 
business of life. Parenthetically we might 
observe that a few moments’ consideration 
will reveal that that type of training de 
may 


concerned 


velops certain characteristics that 
have greater vocational importance than 
some of the more specialized subjects. 

Preparation for the business of life is 
excellent preparation for the life of busi- 
ness. General education is concerned with 
imparting knowledge about the world in 
which we live in all of its aspects, in giv- 
ing systematic mental development, in the 
development of appreciation and under- 
standing of our culture, in the develop- 
ment of eager and inquiring minds, and 
in sponsoring the spiritual growth of the 
individual. 

Through courses in science, in mathe- 
matics, in history, in philosophy, in social 
science, and in English, we are trying to 





bring about a growth broad enough so 
that the student can live a full life, can 
make his own way, and can adjust and 
adapt to the changing world in which he 
will find himself. 

In a study recently made by Robert 
Calkins, former Dean of the School of 
Business at Columbia University, an at- 
tempt was made to tabulate and classify 
the traits and characteristics sought in 
new employees by 100 employers. Those 
most sought were character, personality, 
leadership, promise, knowledge in gen- 
eral, and specific knowledge of a job. 
With the exception of the last, the char- 
acteristics and traits mentioned are those 
developed through a program of general 
education. It is for this reason that I said 
earlier that the type of education aimed 
at developing men for the business of life 
sometimes has great vocational implica- 
tions. 


Tui second function of the university 
school of commerce is to give general 
commerce or general business education. 
General business education provides the 
factual and descriptive background of the 
organization and functioning of modern 
business. 

It must, however, do much more than 
that. It must give the theoretical and his- 
torical background so as to make business 
understandable. Too many people shy 
away from words such as theory and 
principles. They think of them as unre- 
lated to the practical problems of busi- 
ness. But theories and principles are labor 
saving devices that give meaning to facts. 
There are two ways of knowing facts 
you can know them by sheer memory, 
sheer force, or you can see them hang to 
gether as illustrations of principles. 

General business education must do 
still more. It must impart or develop 
skills that are needed by all business men 
in any field of business endeavor. The 
two most common skills are those of ac- 
counting and These are the 
tools used by every business man. Even 


statistics. 


though the business man does not be- 
come an accountant or a statistician he 
must know how accounting and statistical 
reports are constructed and how to inter- 
pret them. A third skill, which may some- 
times be regarded as a part of the general 
education program, 1s of sufficient impor- 
tance to speak of again as a part of busi- 
is the skill of ex- 


pression, both in writing and in speech. 


ness education. That 


I am convinced personally that there is 
no individual skill so 
man going into the field of business as 
the ability to express himself clearly, logi- 
cally, and convincingly. A man may have 
the best ideas in the world, he may have 
an excellent understanding of the prob- 
lems confronting his business and of the 


necessary to the 


NO IVORY TOWER 


problems confronting business as a whole, 
he may have an effective plan of action, 
but unless he can communicate his ideas 
to those working with him or for him 
nothing happens. Ideas are sterile unless 
they can be communicated to others and 
translated into terms of action 

A third phase of general business edu 
cation is the development of administra 
tive talents. Through courses that are 
offered, through problems that are as- 
signed, through discussions and seminars 
an effort is made to teach students how 
to estimate a situation, how to identify a 
problem, how to collect facts, how to 
analyze the problem in the light of the 
facts, how to come to a tentative conclu- 
sion, how to consider alternatives, how to 
visualize the different 
courses of action, how to judge, and fi- 


consequences ot 


nally, how to decide within a time limit 
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After having come to a decision the next 
step is the know-how of carrying out de- 
cisions. A great deal of educational rte- 
search is still necessary before we can ar- 
rive at the most effective methods of de- 
veloping administrative skills. Progress 
is being made and the problematic ap- 
proach in the more advanced courses in 
business is yielding results. 

Fourthly, general business education 
aims at teaching the structure of business 
and the institutional structure in which 
business operates at the present time. 
This involves a knowledge of business 
organization, of business law, and of ad- 
ministrative controls of government and 
other social institutions. 

As society becomes more complex this 
phase of general business education takes 
on new significance. In the days when all 
business was simple, when we lived in a 
Daniel Boone economy, neither knowl- 
edge of the structure of business nor 
knowledge of the institutional patterns 
was required for an effective business 
man. Today that has changed, and 
whether or not we are in sympathy with 
the change, business must be carried on 
under existing regulations and in the ex 
isting structure. It is necessary, therefore, 
for the business man to recognize the 
limitations that are placed upon him and 
the added problems that are his because 
of the regulations, the restrictions that are 
placed upon business by social organiza- 
tions. 

Finally, general business involves an 
understanding of the human aspects of 
business. Human _ relations—and the 
moral and psychological forces underly- 
ing those human loom large 
in the problems of modern business. The 
collection and handling of personnel, the 
solution of problems of labor relations, 
and the consideration of public opinion 
have been long neglected by education 
and they have not played too important 
a role in the internship or the apprentice 
training of many men. The 
recognition of the human aspects of busi- 
ness which is general today means that 


relations 


business 


serious consideration must be given to it 
both in our schools of business and in 
the internship training program of indus 
try 


Tui third 


business is to give specialized education 


function in the school of 
in one area. Most schools today attempt 
to develop vocational competence in one 
field so that the graduate will have the 
opportunity of getting his first job and 
will be able to pay for his internship. I 
think we would all recognize that when 
a young man comes out of school, even 
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though he may be a graduate of a school 
of business, he does not earn for several 
months the salary he receives. He has to 
perform his internship before he can be- 
come an earning member of the business 
community. It is our hope that his spe- 
cialized knowledge in the one area will 
make it possible for him to pay his way 
sooner. Even in the highly specialized 
areas like accounting, we recognize that 
there will be several months before train- 
ing and experience merge into a produc- 
tive employee. 
The university 
which attempts to give general educa 


school of business 
tion, general business education, and spe 
cialized training in one area of business 
makes an immediate contribution to con- 
trollership through the training of poten- 


tial future controllers 


I hope it is clear to everyone that I do 


not even imp [Pat {he universily sScPool 


t busine wn turn out finished control- 


‘el 


W; hope that we graduate men who 
have been selected because of their char- 
acter and inteliectual capacity, men who 
have been developed to think accurately, 
who have a body of knowledge, who have 
understanding and appreciation, men who 
have a general understanding of business, 
its problems, the principles underlying it 
and its history, men who possess business 
skills and who have developed adminis- 
trative talent, men who understand the 
structure of business and the institutional 
pattern in which men who 
have an understanding of the human as 
pects of business, and finally, men who 


it ope rates, 


have technical training in one area of 
business 

We hope that such men, after an in 
ternship period and after broad experi- 
ence in industry, may aspire to the posi- 
tion of controller and be better 


educational 


control- 


lers as a result of the pro- 


gram through which they went at one 
stage of their development 


The 


makes another contribution to 


university school of business 
controller 
control 


many 


ship in the training of potential 
lers. There are in ever 
young men who tor o 


have not had the opportunity of receiving 


y industry 
reason or another 
what we call today higher education. 
Many have gone to work right after se 
ondary school and find, after having had 


that additional educa 


to help them com 


some experience, 
t1on 1S highly desiral le 
pete with other men in the organization 
and to help them attain a goal to which 
There may be men working 
Ss who hope some day to 
uni- 


they aspire 
in your Own office 
these men, 


become controllers. For 
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versities located in large metropolitan 
areas conduct evening school and exten- 
sion programs in which the employed 
man may take not only the technical sub- 
jects connected with his job but also the 
courses in general education and the 
courses in general business education 
which we feel give him the desirable back- 
ground for ultimate executive work. 

In the city of Chicago, for example, 
there are thousands of young men attend- 
ing the evening schools of commerce. 
Some are taking general courses, some are 
taking specialized courses to help them in 





TALKS ON TRAINING 


a die 


LAWRENCE H. FLECK will discuss 
“Education for Controllership” at 
the Second Annual Conference of 
Controllers to be held February 4-5 
in Dallas, Texas. Mr. Fleck is Con- 
troller of Southern Methodist Uni- 
versity and Dean of the School of 
Business Administration. 





their immediate jobs, but all are 
ing to improve themselves so that they 


attemp - 


can become more productive members of 
their organizations and so through their 
own initiative they may rise in the indus 
trial structure. The university can make a 
very real contribution not only to con 
trollers but also to business as a whole in 
offering educational opportunities on a 
part-time basis to these young men, and 
sometimes older men, who have the ut 
most in motivation 

Still another function or service of the 
university in its training of men ts its of 
fering of specialized courses for men who 
have already arrived at important execu- 
interested in 


tive positions but who are 
develop 


keeping technical 
ments and studying trends of thinking in 


abreast of 
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their own area of specilization. Many ad- 
vanced schools of business regularly offer 
institutes and even special courses for ex- 
perienced personnel. 

A university that is worthy of its name 
has a broader function, a broader respon- 
sibility, than merely that of training men, 
either in general or for specific jobs. The 
university has a responsibility for the dis- 
covery of new knowledge and of new 
techniques. Research in the academic field 
is generally understood to be a part of the 
university, but in modern life research in 
the field of business should be just as 
important as research in the field of 
chemistry, or of English, or of the dead 
languages. 

In the schools of business both mem- 
bers of the faculty and advanced students 
must devote a considerable portion of 
their time to business research. They must 
collect and analyze facts about the econ- 
omy and about particular industries. They 
must analyze trends of business, of prices, 
of employment, of profit, and of all the 
constituent elements of our present-day 
complicated business activities. They must 
do more than that—they must develop 
research tec hniques which can be used in 
business by business men. 

We must not have the impression that 
research always refers to something in 
the past. Research can be concerned with 
dynamic problems here and now; it can 
be concerned with the solution of prob- 
lems that will affect future courses of ac- 
tion. The school of business not only un- 
dertakes business research, but it also 
trains persons to carry on research in 
business. 


Tui university which can take men 
who are well trained and well educated, 
remove them from the everyday worries 
of the business world, and place them in 
a position where they are free to observe 
without bias or prejudice or vested inter 
est, can render a most effective service to 
business providing objective analysis of 
actual conditions. Business must support 
such service so that the right type of men 
can be attracted to it and can be retained 
in it. 

Finally, our schools of business render 
a service to controllers, a service to busi- 
ness as a whole, and 
by developing a body of graduates who 
understand our economy and who will 
become important men in their communi- 
ties in forming public opinion. Private 
business and free enterprise must have in- 
telligent defense against the insidious at- 
tacks that are being made upon it from 
all sides. Graduates from a school of 
commerce which has emphasized general 
education and general business education 
are equipped for such a defense. 

Graduates of such a school know that 


a service to society 
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man has a right to private property, but 
that he has an obligation to the steward- 
ship of that property. They know that 
man has a right to profit and that he has 
an obligation to accumulate that profit 
for productive use. They know that labor 
has a right to a living wage, but that la- 
bor also has an obligation to work for 
that wage. They know that abuses de- 
velop in capitalistic systems of private 
property and free enterprise, but they 
know that those abuses can be remedied 
and corrected. 


Wi: have seen that university education 
makes a contribution to controllership that 
is both direct and indirect. The direct 
contribution is in the pre-employment 
education of young men who are poten- 
tial candidates for positions as control- 
lers. A further direct contribution is in 
the part-time education and training of 
men already employed who aspire to po- 
sitions in the office of the controller and 
eventually to controllership. A third di- 
rect contribution is in advanced training 
through seminars and institutes for men 
who are already controllers and who wish 
to discuss with others of the same back- 
ground trends of thought and new de- 
velopments in the field. 

The university's research activities 
might be considered both a direct and an 
indirect contribution to controllership. If 
that research is immediately concerned 
with controllership problems the service 
is direct; if it is concerned with the broad 
problems of business management or the 
specific problems of industry, it may be 
indirect so far as the controller is con- 
cerned. Finally, there is the indirect con- 
tribution to controllership through the 
contribution to business and society of the 
development of a group of intelligent 
men, trained in business, who can be mas- 
ters of our economic affairs, leaders of 
business enterprise, who can interpret 
both to government and the community 
the needs and the service of business. 

We in the universities look forward to 
continued and expanded services as we 
devote more of our energy and more of 
our resources to business—the most im- 
portant human endeavor of the 20th cen- 
tury. We look forward to a greater con- 
tribution on our part because we realize 
that we shall have the whole-hearted co- 
operation of groups of business leaders 
such as the Controllers Institute of Amer- 
ica and other organizations of intelligent, 
far-sighted business men. 
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Do squirrely figures 


drive you nutty? 


Comptroller Carl Cage works 
himself and his office overtime 
all the time. But to look at the 
acorn’s worth of work he pro- 
duces you’d say, ‘“‘Busy man, 
you’ve had a little day.” 

His people tell Carl they could 
do their fact-ferreting fast with 
modern methods, but they can’t 
see beyond the end of his “‘no’s.”’ 
Carl is penny-wise. Low-cost 
Keysort cards would get out his 
payrolls and reports fast as a 
chased squirrel spurts up a tree. 

With McBee Keysort, stacks 
of ledgers, files and figures melt 
into swiftly flowing streams of 
easy-to-get-at information. And 
because marginally punched 
Keysort cards become the original 
records, orders and invoices, clock 
cards and job tickets escape the 
hazards of copying and recopy- 


ing. They can be keyed and sorted 
in minutes instead of hours. 

With unskilled help, without 
expensive equipment, Keysort 
keeps at your finger tips all facts 
about your business... fast and 
fresh and economically. 

There’s a McBee man near you. 
Ask him to drop in. Or write us. 
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KeEysort is based on a card with coded 
holes punched near the edges. When notched, 
they make the card mechanically articu- 
late. Quantities of data can be classified, 
filed, found, used . . . quickly. 


THE McBEE COMPANY 


Sole Manufacturer of Keysort — The Marginally Punched Card 
295 Madison Ave., New York 17, N.Y. Offices in principal cities 


310 Spadina Ave., Toronto 2B, Ontario, Canada 





Southern Controllers Conference 
Announces Promising Program 


Corporate controllers from fourteen 
states in the southern area are scheduled 
to attend the Second Annual Conference 
of Controllers in Dallas, Texas, February 
i-5, to hear the interesting program devel- 
oped by Chairman Henry S. Koepcke. The 
Conference is being sponsored by the 
Dallas Control of the Controllers Insti- 
tute of America—scene of operations, 
the Baker Hotel, Dallas. 

The program will consist of three tech- 
nical sessions, the first at 10 A.M., Friday, 
February 4, under the chairmanship of 
Lyman L. Dyer, Comptroller of the Lone 
Star Gas Company, Dallas, and a Na- 
tional Director of the Controllers Insti- 
tute, who is serving as General Chairman 
of the Conference. Theme of the session 
will be ‘Controllership,”” with Lawrence 
H. Fleck, Controller of Southern Metho- 
dist University and Dean of the School of 
Business Administration, speaking on 

Education for Controllership,”” and Wal- 
ter Mitchell, Jr., Managing Director of 
the Controllers Institute of America, dis- 
cussing “The Controller's Responsibility 
for a Healthy Enterprise Economy 


The second session, beginning at 2 
P.M. the same day, will have as its theme 
“The Controller in Action’ and will be 
divided into two periods. 

The first period, presided over by Her 
man W. Boozer, Auditor of Georgia 
Power Company, Atlanta, and a National 
Vice-President of the Institute, will have 
for its speaker Christian E. Jarchow, Vice- 
President and Comptroller of Interna- 
tional Harvester Company, Chicago, 
whose subject will be: “How Far Should 
Industry Go in Reporting on tts Prices, 
Costs, and Profits?” Mr. Jarchow is chair 
man of the Institute's Board of Directors 

The session's second period, with Wil- 
liam M. Merritt, Assistant Secretary-T reas- 
urer of Todd Pacific Shipyards Corpora- 
tion and president of the Houston Con 
trol, presiding, will feature A. D. Harder, 
Assistant Secretary and Auditor of South- 
western Life Insurance Company, Dallas 
Mr. Harder’s subject will be: ‘The Con 
troller Analyzes Pension and Profit Shar 
ing Plans.’ 

Between sessions a Luncheon will take 
place in the Hotel’s Texas Room, when 


SPEAKERS . 


TOM COLLINS 


K. Y. SIDDALL 


CHRISTIAN E. JARCHOW 


CHAIRMEN . 


HERMAN W. BOOZER 
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Ben F. Wooten, Vice President of Repub- 
lic National Bank, Dallas, will discuss 
“The Boss.” J. R. Mulvey, Assistant 
Comptroller of Humble Oil & Refining 
Company, Houston, will be Chairman of 
the Luncheon. 

After the second session, there will be 
a reception and social hour at 5:30, fol- 
which Mr. 


lowed by a Banquet at 


Koepcke, Program Chairman of the Con- 


ference, will be Chairman, and K. Y. 
Siddall, Comptroller of The Procter & 
Gamble Company, Cincinnati, and Na- 
tional President of the Controllers Insti- 
tute of America, will be Toastmaster. 

Highlight of the Banquet will be guest 
speaker Tom Collins, Publicity Director 
of the City National Bank and Trust 
Company, Kansas City, Mo., and well 
known raconteur, who will enlarge upon 
‘This Promising World.’ 

The third technical session will begin 
the following morning, February 5, at 
9:30 A.M., when William P. Stich, Con- 
troller of The Leon Godchaux Clothing 
Co., Ltd., New Orleans, and president of 
the New Orleans Control, will preside. 

The theme of the session will be “Ac- 
counting Trends” and the subjects, ‘Pos- 
sible Dangers in Present Trends of Ac- 
counting Thought,” to be presented by 
Gay Carroll, Comptroller of Humble Oil 
& Refining Company, Houston, and ‘'Be- 
ing Realistic in Reporting Income,”’ to be 
discussed: by an authority on this subject 
who will be announced shortly. Mr. Car- 
roll will analyze the thinking which em 
phasizes economic income instead of ac 
counting income, and the second speaker 
will take the position that economic in- 
come reflected in balance sheet income 
statements and tax returns is a more real- 
istic approach to reflecting truc conditions. 

The Conference will end with a Lunch- 
eon at which Felix H. Tucker, Auditor of 
Conro Manufacturing Company and pres- 
ident of the Dallas Control, will preside 
and the guests of honor will be the Na 
tional Board of Directors of the Control- 
lers Institute of America, with the prin- 
cipal speaker being K. Y. Siddall, the 
Institute's National President 

Registration for the Conference will 
take place on the mezzanine floor of the 
Baker Hotel, starting at 8:30 A.M., Fri- 
day, February 4. Controllers who plan to 
attend are urged to make registration in 
advance with Gilbert E. Peterson, Vice 
President and Treasurer of Drilling and 
Exploration Company, Inc., Dallas 1, who 
is Chairman of the Registration and Re- 
ception Committee. 

Registration for members will be $10 
for the entire Conference. For non-mem- 
bers the charge will be $4 per session. 
Luncheons are scheduled at $3 each, and 
the Banquet at $6.50. 
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"722" Council 
Reorganized 


George J. Schoeneman, Commissioner 
of Internal Revenue, recently announced a 
reorganization and expansion of the Ex- 
cess Profits Tax Council, designed to ex- 
pedite the processing of refund claims re- 
sulting from the wartime excess profits 
tax. 

Henry J. Merry will continue as chair- 
man of the council but will be assisted by 
a vice chairman and an executive com- 
mittee of five members, including the 
chairman and vice chairman. The execu- 
tive committee is empowered to exercise, 
on behalf of the Commissioner, final au- 
thority on all policy, procedure, and other 
decisions arising from excess profits tax 
claims under Section 722 of the Internal 
Revenue Code. 

This procedure will free other members 
of the council to devote full time to the 
hearing and deciding of actual cases. 
Furthermore, to enable the processing of 
larger numbers of cases, the number of 
council positions will be inc reased from 
the present authorization of 15 members 
to 25 members. As soon as new members 
with the necessary qualifications can be 
selected, this expansion will provide 20 
members devoting full time to processing 
actual cases and five members devoting 
themselves primarily to the deciding of 
policy matters. 

Council Member Clarence A. McLaugh- 
lin has been designated vice chairman. 
The executive committee will consist of 
Chairman Merry, Vice Chairman Mc- 
Laughlin, and Members Henry J. Don- 
nelly, Jr., John N. Bready, and Henry C. 
Lowenhaupt. 


Offers Checklist for 
Detecting Slowdowns 


To aid employers in detecting slow- 
downs among their employees a twelve- 
point checklist has been prepared by the 
Labor Relations Institute, New York. 

The Institute points out that slowdowns 
are often in effect for some time before 
management becomes aware of them. The 
technique of carrying out a slowdown 
without attracting attention has been de- 
veloped to a high degree by some union 
representatives. In some cases, it is fe- 
stricted to one key department. 

To spot a slowdown, the Institute 
checklist asks employers to ascertain 
whether any of the following symptoms 
have appeared: 


1. A drop in electrical consumption 

2. A rise in rejected parts 

3. Excessive time spent by workers in 
washrooms 
A decline in incentive earnings 
More units produced by new employees 
than by old 
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calculator of the size, price and capacity 


When There’s a Job to be Done... 





You can Depend on a... 

FRIDEN Fully Automatic Calculator 
for EVERY type of Problem 
in EVERY type of Business 











FRIDEN will solve your individual 
; ; ; PAYROLLS 
figure work problems... easéer, simpler 


and faster. Telephone your local 


Friden Representative ... he has the 
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INVOICES 


to meet your requirements. He will 
instruct you on its simple operation... 
then leave it for you to try on Vv 
your own work... Try before you buy 
... that’s the Friden way, 


PERCENTAGES 


CALCULATING MACHINE CO- INC 


INVENTORIES 


TAXES 
costs 
and 


EXPENSE 
DISTRIBUTIONS 





Cooper-Bessemer Retirement Plan Is 


Held Practical for Heavy Industry 


By J. E. Brown 


Fou YEARS of operation of its profit- 
sharing retirement plan for employees 
has convinced Cooper-Bessemer officials 
that the corporation has made substantial 
progress toward solution of one of its 
most important employee relations prob- 
lems. 

They believe the plan can provide ade- 
quate old age retirement pensions for 
faithful employees and that it can do so 
in a way that is equitable to the company, 
its stockholders, and its customers. 

The fact that Cooper-Bessemer pio- 
neered in a profit-sharing retirement plan 
especially adapted to heavy industry, and 





Mr. Brown, a member of the Con- 
trollers Institute of America, is Treas- 
urer of The Cooper-Bessemer Cor- 
poration, Mount Vernon, O., and 
Grove City, Pa. 





that our experience with it has been satis- 
factory, leads us to believe that other 
companies might profit thereby. 

When Cooper-Bessemer first established 
its plan in December 1944, it repre- 
sented the second one of its type ever to 
have been approved by the United States 
Treasury Department. It represented, in 
our opinion, the only type of retirement 
plan that was practical from the stand- 
point of heavy industry, due primarily to 
cyclical nature of the industry. 

It seemed obvious that traditional plans 
were unsuitable because they required a 
level premium from both the company 
and its employees. The experience of our 
company, and of others in the heavy in- 
dustries during the depression, indicated 
the impracticability of such plans. Lack 
of earnings for a number of years had 
forced the abandonment of a substantial 
number of the traditional plans during 
the period from 1930 to 1936. 

Our problem was approached on the 
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basis that pension retirement plans can be 
funded only out of earnings. 

We believe our company has also been 
the first to recognize that the restrictions 
in vesting common to the straight and 
level type of retirement plan cannot be 
successfully applied to a profit-sharing 
plan. The profit-sharing plan, it if is to 
have any incentive value, must provide 
tangible evidence each year of the em- 
ployee’s interest in profits earned. 

Therefore, working with the Conti- 
nental Assurance Company of Chicago, 
Cooper-Bessemer developed the idea of 
purchasing a single premium endowment 
policy for each.employee to represent his 
annual share in profits earned. 

The plan provides for riders to the 
master policy which can be added each 
year that profits are earned, showing the 
amount of paid-up insurance purchased 
that year. They also show, in conjunction 
with the master policy, the total benefits 
to which the employee is entitled in case 
of death, disability and retirement. 

All employees who have been with the 
company for five years are eligible and 
allocations are based on years of service 
plus basic pay. The plan has been well 
received by the employees and there is 
evidence that is tending to stabilize em 
ployment, promote good will, and, at the 
same time create considerable employee 
interest in the profits of the company. 

The original plan was liberalized last 
July when, at a meeting of shop foremen, 
union committeemen, office managers, 
and key officials of the company, it was 
announced that eligible employees would 
receive earned retirement funds whether 
they continue to serve the company or 
not. The amount earned is now held in 
trust for the employees until they reach 
retirement age and is then paid on a 
monthly basis. The provision applies re- 
gardless of whether the employee termi- 
nates his service through discharge, lay- 
off, or resignation. Previously, employees 
shared fully only if they continued with 
the company. 

The entire proceeds of the Cooper- 
Bessemer plan are contributed by the com- 
pany and currently amount to ten per 
cent of each year's profits before taxes 
and in accordance with U. S. Treasury 
regulations. 

Gordon Lefebvre, President of the 
company, believes this to be a sound 
business principle. “Although our em- 
ployees do not contribute cash,” he ob- 
serves, ‘they must contribute production 
and efficiency in order to realize the 
fund’s maximum possibilities. In our 
business that is far more important than 
any monetary contribution our employees 
could make.” 

During the four years the plan has 
been in effect, profits have justified a 
company contribution of more than $1,- 
000,000 for the retirement benefit of its 
3600 employees. 





You're looking at the Industrial Advisory 
Committee for the United States Treas- 
ury Department. For the good of the na- 
tion’s business generally—and of their 
own companies specifically —these men 
have been applying their talents and 
prestige all year to promoting sales of 
U. S. Savings Bonds via the Payroll Sav- 
ings Plan. 

They have sponsored the Plan in their 
own plants. They have made speeches, 
written letters, and boosted participation 
in the Plan among other companies in 
their fields. During the past 12 months, 
these industrial leaders have helped 
bring about the greatest surge in Payroll 
Savings participation. Now over 20,000 
large companies have introduced this 
plan, and more than 7,500,000 em- 
ployees are signed up for security. They 
are saving over $150,000,000 per month! 

With their keen business vision and 
experience, these men fully appreciate 


how sales of Savings Bonds benefit every- 
one: the individuals who buy them, the 
companies that operate the Payroll Sav- 
ings Plan, and the nation over-all. 
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IN MAKING YOUR BUSINESS SECURE! 
WT ow 


Is your company getting its full share 
of the Plan’s benefits? To find out, call 
your State Director, U. S. Treasury De- 
partment’s Savings Bonds Division. 





JAMES B. BLACK, Pres., Pacific Gas & Electric Co. 

ALBERT BRADLEY, Ex. V. P., General Motors Corp. 

EARL BUNTING, Managing Director, National 
Assn. of Mfgrs 


PAUL F. CLARK, Chrm., Board of Dir., 
cock Mutual Life Ins. Co. 


PHILIP R. CLARKE, Pres., City Nat'l. Bank & Trust 
Co 


John Han- 


MARTIN W. CLEMENT, Pres., Pennsylvania Rail- 
roa 


FREDERICK C. CRAWFORD, Pres., 


ucts, Inc. 
JOSEPH WOOD EVANS, Pres 


EUGENE FLACK, Past Pres., Natl 
Executives 


ROBERT FLEMING, Pres., Riggs National Bank 


CLARENCE FRANCIS, Chrm. of Board, General 
Foods Corp. 


12 ALEXANDER FRASER, Pres., Shel! Union Corp 
13 WALTER D. FULLER, Pres., Curtis Publishing Co 


Thompson Prod- 


Evans & Company 
Fed. of Sales 


10 
1 


27 WALTER WHITE, Asst 


14 EUGENE G. GRACE, Chairman, Bethlehem Steel 


15 H. FREDERICK HAGEMANN, Jr., Chrm., ABA 
reas. Savings Bonds Comm 


16 — B. HIGGINS, Pres., Pittsburgh Plate Glass 
° 


17 JOHN HOLMES, Pres., Swift & Company 
18 CHARLES HOOK, Chairman, Armco Steel Corp. 


19 GALE JOHNSTON, Pres., 
Bank & Trust Co. 


20 WILLIAM R. KUHNS, Secy., ABA Savings Bonds 
Committee 


Mercantile Commerce 


21 THOMAS B. McCABE, Chrm. of Board, Federal 
Reserve System 


22 ERNEST MAHLER, Exec. V.P., Kimberly Clark Corp. 
23 JOHN J. O'CONNOR, Finance Dept., U. §. Cham- 


er of Commerce 
24 — D. REED, Chrm. of Board, General Electric 
°. 


25 HERBERT E. SMITH, President, U. S$. Rubber Co. 
26 J. P. STEVENS, Pres., J. P. Stevens & Co., Inc. 
to the Chrm. of Business 


Advisory Council for Department of Commerce 


The Treasury Department acknowledges with appreciation the publication of this message by 


THE CONTROLLER 


This is an official U. S. Treasury advertisement prepared under the auspices of 
the Treasury Department and the Advertising Council. 





Workers’ Opinions 
Employee Reports Studied 


Business executives who don't report 
company operations to their workers, ot 
can't under- 


who workers 


stand, are helping to dig a grave for the 


issue reports 
American economic system they so loudly 
praise 

That charge made by Fred 
Clark, chairman of the American 
nomic Foundation, as he announced com- 
pletion recently of a study of workers’ 
opinions about employee reports. Fifteen 
hundred workers were asked to describe 


G. 


Eco- 


was 


the reporting practices of their employers 


and to rate a new “functional operating 


report’ for employees on its clarity and 
information content 

The replies show that two out of every 
three workers who want reports do not 
receive them from their employers 

To test the clarity of reports now is- 
sued, all workers were asked to guess at 
the ratio of payroll to dividends in their 
companies. Nine out of ten workers who 
get no report and eight out of ten who 
do would not even hazard a guess 

How in the name of common sense,” 
asked Mr. Clark, “can we expect human 
beings to act right, when they haven't the 


facts needed to think right ? 


Concerning 


The new type report was rated ‘‘very 
clear and understandable” by fifty-three 
per cent of those who get no report and 
by sixty per cent of those who do. Eighty- 
SIX per cent rated it as clear, or clearer 
than the reports now issued by their em- 
ployers. 

Many reports to employees consist of 
several cartoons and very little text. To 
be sure that the “functional’’ report did 
not secure clarity by reducing informa- 
tional content, workers who receive no 
reports were asked, “If your company 
were to supply you with a similar report, 
is there any other kind of information 
you would like included?” Ninety-one 
per cent said “No.” 

An imaginary company 
Cabinets, “issued’’ the report 
workers. Its president explained 1947 in- 
come and expenditures to employees in 
the non-technical accounting vocabulary 
developed by the American Econom 
Foundation. 

The Universal Cabinets report was writ- 
ten by Joseph E. Canning, the Founda- 
tion's director of business relations. He 
The Functional 
manual that de- 


Universal 
sent to 


is also co-author of 
Operating Report,” a 
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scribes each step in the construction of 
this type of report. 

“Corporation executives were hesitant 
about following the blueprint,’ Mr. Can- 
ning explained. ‘They didn't think their 
employees would understand it. So we 
followed our own blueprint in telling the 
story of Universal Cabinets and had it 
appraised by workers who believed it to 
be a real company.” 

All 1,500 workers questioned are mem 
bers of the MacFadden Wage Earner 
Forum and have been on the 
basis of age, employment, geography, and 
union membership to form a_ national 
cross-section of wage earners. None of 
them hold jobs classified as executive, 
professional, proprietor, or white collar. 
Their voting intentions, forecasting 
Dewey's defeat, were announced a week 
prior to the election by Forum director 
R. Smith. 

Business executives who free 
copies of the Universal Cabinets report 
and the survey of worker opinion about 
it can secure them by writing the Ameri- 
can Economic Foundation, 295 Madison 


Avenue, New York City. 


selected 


Everett 
wish 


Industry Advised 
To Disperse Plants 


Plant dispersion of industry is vital to 
national defense, asserted the National Se- 
curity Resources Board recently, and added 
that urban redevelopment for industrial 
and population dispersion also is essential. 

World War II developed weapons of 
unprecedented effectiveness against indus- 
trial centers, reported the Board. Our pre- 
vious isolation and security against weap- 
ons of destruction are gone, it stressed, 
and in time no area will be any less vul- 
nerable than another. There is no military 
defense against the atomic bomb itself, ex- 
cept space, it continued. 

While there will continue to be defense 
against Carriers an enemy might use to de- 
liver such a bomb, this defense alone is 
not sufficient, the agency said, observing 
the task ahead is to distribute vital facili- 
ties over greater land area to reduce at- 
tractiveness of targets and increase se 
curity of plants and workers. 

The board was created in 1947 to advise 
the President on co-ordination of military, 
industrial and civil mobilization. An im- 
portant phase of its work ts ‘the strategic 
relocation of industry.” 

The report pointed out that under- 
ground installations, though probably pro- 
viding maximum protection, are not prac- 
tical for large-scale application. This, it 
said, is also true for special construction 
of above-ground facilities, employing fire, 
blast, or radiation-resistant materials 

Dispersion, it concludes, is the key to 


strategic location. 





Profit Sharing Called 
Better Than Pensions 


Profit sharing in the form of pensions 
is not so effective as cash profit sharing in 
building morale, teamwork and an under- 
standing of the economics of the business, 
according to Walter H. Wheeler, Jr., 
President of Pitney-Bowes, Inc., New 
York. 

Mr. Wheeler gave as his reasons: 

(1) Pension plans today rank close to 
the category of normal benefits, such as 
paid vacations and holidays; 

(2) Pensions are too remote to have 
real meaning to the average employee. 

“In Pitney-Bowes,”’ Mr. Wheeler ex- 
plained, “we have had profit sharing suc- 
cessfully for about 12 years. Until two 
years ago it was in the form of a year- 
end bonus. We now pay a quarterly wage 
and salary dividend. This is not based 
upon any predetermined formula. But the 
directors have pledged that they will con- 
sider a wage and salary dividend every 
time they consider a stockholders’ divi- 
dend, under the theory that employees 
investing a part or all of iheir lives in the 
business—have a stake in it over and 
above their regular compensation. 

“We explain that the first call on our 
income is to pay employees a good going 
rate of salary or wage for work per- 
formed, regardless of profits; that our 
next obligation—if we have enough left 
after expenses, taxes and the future needs 
of the business—is to pay our stockhold- 
ers a good going rate of dividend for the 
risk they take and the use of their money; 
and that only when profits are sufficiently 
good to allow us to pay more than this 
can wage and salary dividends be fairly 


paid.” 


Annual Baltimore-D.C. 
Meeting Held This Month 


The annual joint meeting of the Balti- 
more and District of Columbia Controls 
of the Controllers Institute is scheduled 
to be held on January 25 in the Carlton 
Hotel under the auspices of the District 
of Columbia Control. 

The program, which is expected to in 
clude a nationally known speaker, will 
open with a social period preceding the 
dinner. Peter Guy Evans, a member of 
the Excess Profits Tax Council, ts serving 
as Program Chairman for the occasion for 
which plans are being developed by H. 
Randolph Barbee, Federal Storage Com 
pany, who ts president of the Control; 
Charles L. Carr, Potomac Electric Power 
Company, who ts vice president of the 
Control; and Robert J. Garner, Engineer- 
ing & Research Corporation, who ts sec- 
retary of the Control. 
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67% of Companies Surveyed Report 
Productivity Increase in 1948 


Physical output per man-hour in 1948 
exceeded that of 1947 for slightly ‘more 
than two-thirds of all companies cooperat 
ing in the recent survey of business prac 
tices conducted by the National Industrial 
Conference Board. Only 10 per cent of the 
companies surveyed report a decline, while 
the remainder indicate no change 

Compared with the prewar period 1939 
to 1941, slightly more than three-fifths of 
the companies surveyed report increased 
productivity, while slightly more than on« 
fourth indicate a decline. The remainder 
report no change 


Many have 


higher level of productivity, the survey 


factors contributed to the 
points out, but that most frequently men 
tioned is improved equipment and tools 
The majority of companies indicate that 
the workers are better supplied with tools 
than in the prewar period. The trend gen- 
erally is toward better quality products 
which often require additional man-hours 
per unit although instances of simplitica 
tion are mentioned. 

Incentive wage plans are credited with 


having been “‘largely responsible’’ for in- 


creased output in some cases. In a few in 


THE CONTROLLER. . . 


stances, the survey notes, “fairly accurate 
omparisons are possible between day 
work and piece work and each time the 
results of the former are regarded as un- 
favorable.” 

Another reason cited for increased pro- 
ductivity for some companies has been a 
reduction in labor turnover. “With a more 
stable working force, the average level of 
experience of workers has increased. In- 
tensive training programs are also more ef- 
fective when turnover is substantially re- 

iced.” High caliber supervision and ef- 
fective channels of communication are also 
onsidered “important.” 

The two most frequently mentioned 
reasons for a decrease in productivity or 
for the absence of an increase are labor re- 
strictions on output and shortages of ma- 
terials. Material shortages at times are at- 
tributed to strikes in suppliers’ plants. An- 
other reason given for the failure of out- 
put to rise is a delay in obtaining all the 
equipment and tools desired. As moderni- 
zation programs are completed, higher 


output per worker is ‘confidently ex- 
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Meeting Union Objections to Merit Rating 


There are seven basic grounds upon 
which labor unions tend to disapprove 
of merit rating, according to the Labor 
Relations Institute, New York. For each 
objection there is a solution for the em- 
ployer to invoke, the management serv- 
ice Organization points out, and the sum 
total of these should be con- 

to acceptance of a sound merit 


remedies 
ducive to 
rating plan by the union. The objections, 
and the respective solutions, follow: 


OBJECTION No. 1 ing is done by 
who are unfamiliar with the 

Ot the em pl yee " 
This complaint is the one most fre- 
quently heard—and is all too often justi 
fied. The solution they advance is to be 
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sure that the rating is done by the fore- 
man Of supervisor who is most intimately 
acquainted with the particular employee's 
performance on the job. 


OBJECTION INO. 2—"Raters are not prop- 
erly trained in the use of the rating 
system.” 

The best way to overcome this argu- 
ment, the Institute explains, is through 
proper training of the raters, using such 
devices as foremen conferences, written 
manuals and individual instruction—fol- 
lowed up by supervisory conferences to 
check on results, once the rating system 
is in use. 


OBJECTION No. 3 


) 
merit rating and do a sloppy job, as 


“Foremen object to 


a result.” 

Training helps to end such situations, 
which usually trace back to supervisory 
misunderstanding of how to rate effec 
tively and why the ratings are important 
and valuable. ‘Interest your supervisors 
in the ‘know-how’ and methods of merit 
rating,” the Institute advises, ‘‘and con 
vince them that it will help them do a 
better job. But also be sure your fore 
men will not be overwhelmed by paper 
work. Keep merit rating forms simple 
and specific—and be sure the factors are 
thoroughly understood.” 


OBJECTION No. 4—"Ratings are not 
given frequently enough to justify 
a valid analysis of the employee's 
work,” 

The employer should provide for reg- 
ular ratings at definite time intervals, the 
Institute recommends. “Experience has 
shown that most successful merit rating 
plans call for ratings at intervals of not 
less than three months or more than six 
months.” 


OBJECTION No. 5 
interviewed after ratings have been 


y  D95 
established. 


“Employees are not 


This is a serious objection, according 
to the Institute, which points out: ‘The 
success of a plan might hinge on the ex- 
planation of the rating to the employee. 
A worker knows that he has been rated 
by his immediate supervisor, and that the 
rating has been checked by the personnel 
ofiice. Therefore it is wise to set up a defi- 
nite review procedure for giving post- 
rating interviews to workers who request 
them. The latter should be given this 
chance to learn the reasons behind the as- 
signed rating, and also to appeal the de- 


cision if he chooses.” 


OBJECTION No. 6—"Objective standards 
y measuring guallficalicns on the 


rating Sheet ave lacking 


In order to prevent a situation whereby 


a “good” rating by one foreman is equal 





Complements 


Wass you come right 
down to it, there is only one 
difference between an un- 
biased survey of your insur- 
ance affairs and an audit of 
your accounts. Both are pre- 
cautionary measures and 
both are concerned with 
your financial position. 
However, the audit estab- 
lishes your financial position 
as is, whereas an insurance 
survey determines what it 
may be if your assets or earn- 
ing capacity are destroyed or 
injured by casualties. One 


complements the other. 


JOHN R. BLADES 


Insurance Adviser 
50 Church St., New York 7, N. Y. 


Established 1926 
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to an ‘excellent’ rating by another su- 
pervisor in the same department, it 1s 
recommended that the rating scale in- 
clude a definition of exactly what each 
rating represents, and that these all be 
thoroughly covered in the foreman’s man- 
ual. 


OBJECTION No. The factors in the 
rating sheet do not conform to those 
in the union agreement.” 

The problem here is to make the rat- 
ing factors conform with clauses in the 
union contract, wherever possible. Insti 
tute records show that arbitrators have 
supported the employers’ use of whatever 
rating forms they choose, but they pre- 
clude the use of ratings as a basis for 
promotions unless the factors 
precisely with the qualifications for pro- 
motion specified in the agreement 


conform 
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CREDIT MANUAL OF COMMER- 
CIAL LAWS, 1949 Edition, 800 
pages Published by the National As- 
sociation of Credit Men, One Park 
Avenue, New York 16, N. Y. $10.00. 


Now is presented the 1949 Edition of 
this manual, first issued in 1908 and re- 
vised each year to provide a handy ref- 
erence book for credit and financial 
executives in the manufacturing and 
wholesale fields. 

While the book is not a legal text, it 
provides a ready reference digest of the 
laws affecting trade from the time the 
order is received until collections are re 
ceived. For those few accounts which are 
not adjusted in the ordinary course of 
business, the manual gives information 
about collections and suits and the pro- 
cedure on bankruptcy claims. It covers 
such important subjects as: How to ac- 


credit; Legal status of your customer, 
whether corporation, partnership or joint 
venture; Terms of sale; Secured con- 
tracts; What your rights are after you 
ship the goods; How to protect your ac- 
count when you supply materials on a 
public works contract; Special federal 
regulations affecting trade such as the 
Sherman Act, the Robinson-Patman Act, 
Federal Trade Commission Act, and the 
revived Regulation "W.” 

The Credit Manual also provides a 
digest of the laws in each state on such 
items as: Rights of Married Women, Con 
ditional Sales, Chattel Mortgages, Juris 
diction of the Courts, Limitations of 
Actions, Exemptions, Claims Against Es 
tates, Bad Check Laws, Bulk Sales, Liens, 
and State Bond Laws. The manual also 
carries a selection of legal forms which 
are frequently used in credit department 


knowledge an order while checking 


ope rations 





AND 





Bound in Blue Buckram 
Genuine Gold Stamped 
page size 7'2 x 102 
$5.00 per copy postpaid 
SEND YOUR ORDER NOW! 





INTERNAL CONTROL STANDARDS 
RELATED AUDITING PROCEDURES 


By Walter H. Kamp and James A. Cashin 


Contr r and General Auditor, 


Bristol-Myers Co 


HIS new book, concise in form, presents a prac- 

tical, down-to-earth program for real internal 
control. It highlights the responsibility of executive 
management for the basic decisions which are the 
foundation of sound control, and provides specific 
standards for their guidance. As a final step, it as- 
sures continuation of sound control through coor- 


dination with the internal audit program. 


Business executives, controllers and professional ac- 
countants will be interested in comparing their own 
standards with those set forth. Colleges will find it 
is an ideal method of teaching internal control 
practices. The material, presented in case method 
form, is sufficiently broad in scope to be readily 
adaptable to any type of business. Special memo- 
randa sheets for this purpose have been provided 
within the body of the book 


BROCK and WALLSTON, Publishers 
13-15 Atlantic St., Stamford, Conn. 








AGENDA FOR PROGRESSIVE TAX- 
ATION. By William Vickrey. Pub- 
lished by The Ronald Press Company, 
New York. $4.75. 

In his book the author provides a fairly 
detailed analysis of some of the problems 
involved in progressive taxation and sug- 
gests how these problems can best be met. 
He covers the middle ground between 
discussions of the broad economic aspects 
and the theoretical basis of progressive 
taxation on the one ‘hand and detailed 
analysis of the finer distinctions made by 
the law on the other. Point by point, he 
discusses just what must be done to weld 
our progressive tax structure into a con- 
sistent, workable system, reasonably free 
from undesirable repercussions and cap- 
able of producing substantial redistribu- 
tion of income. 

Considerable space is devoted to two 
somewhat novel major reform proposals: 
cumulative averaging and the bequeath- 
ing power succession tax. While each of 
these proposals has been described briefly 
In separate articles, this is the first time 
they have been included as parts of a 
complete tax system. 

The chief frame of reference for this 
book is the present federal income tax in 
the United States, although at times ref- 
erence is also made to features found in 
the British, Canadian, and state tax sys- 
tems, as well as to features of former 
federal tax laws. Much of the discussion 
and many of the recommendations are 
nevertheless in sufficiently broad terms to 
be applicable to progressive taxation in 
any jurisdiction. 

The book should provide an agenda 
for those who are interested in improving 
the progressive elements in our tax struc- 
ture and in extending their use 


AMERICAN ARBITRATION, ITS 
HISTORY, FUNCTIONS AND 
ACHIEVEMENTS. By Frances Kel- 
lor. Published by Harper & Brothers, 
New York, N. Y. $3.00 


This important volume supplies a need 
in the literature of arbitration which has 
long been recognized as urgent. Under the 
form of a presentation primarily histori- 
cal, it otters the most illuminating analysis 
of the issues involved and the reasons for 
the several forward steps which have from 
time to time been taken in replacing costly 
and time consuming litigation with the 
more effective and less expensive proce- 
dures of arbitration. Similarly, it points 
out the requirements still unfulfilled 
which must be provided before the full 
impact of arbitration as an indispensable 
element in sound national and interna- 
tional commercial relations can be real- 
ized 

The necessity for effective and world 
wide educational procedures is through- 





out the book vigorously and rightly 
stressed and, as a corollary of this general 
doctrine, emphasis is repeatedly put on 
the wisdom of proceeding slowly in the 
promotion and spread of arbitration, lest 
its advocacy get too far ahead of full pub- 
lic understanding and of the appropriate 
legal and other provisions to assure its suc- 
cessful practice 

No careful reader can finish this text 
with any misconception of commercial 
arbitration as a self-starting and self-exe- 
cuting process. Its demonstrable and ex 
tremely important values are clearly set 
forth as dependent upon exhaustive re- 
search and shrewd and informed drafting 
ot procedures, with constant Corrections to 
improve practice and avoid needless fric 
tion, disappointment, and subsequent dis 
trust 


NEW YORK LAWS AFFECTING 

BUSINESS CORPORATIONS, Revised 
to April 13, 1948, Twenty-ninth Edi- 
tion. Published by United States Cor 
poration Company. $2.50 


Though essentially a “handy volume 
of the laws, this book, now in its twenty- 
ninth edition, has grown to more than six 
hundred pages and contains not only the 
business corporation law, the general cor 
poration law, the stock corporation law 
and those provisions of the tax law appli 
cable to such corporations, but also numer- 
ous collateral acts of almost equal impor- 
tance to corporation lawyers 

The “Synoptic Analysis, 
has been included. This analysis consists 
of an orderly classification of the several 
corporation laws contained in the “Con 
solidated Laws,” with an annotation ex- 
plaining their relation to one another, to- 


as always, 


gether with notes upon the more impor 
tant subjects included within the general 
and the stock corporation laws, with refer 
ences to the sections where the actual 
statute may be found. Its use ought not 
only to be beneficial to law students but 
to all engaged in the organization and 
maintenance of business corporations 


CORPORATE REORGANIZATIONS, 
THEIR FEDERAL TAX STATUS. 
By Robert S. Holzman. Published by 
The Ronald Press Company, New 
York, N. Y. $7.50 
Reorganizations, beyond a doubt, will 

be an increasingly important phase of our 

economic, accounting, and tax picture 

War conditions largely have ended, post- 

war situations are unfolding, and new 

economic and judicial concepts are chang- 
ing the policies of business, professional 
men, and legislators. 

The need of tyro and expert alike is to 
know what a reorganization is under pres 
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ent theory and practice, what the courts 
will sanction and what they will not, and 
what the taxpayer himself must do before 
and after a reorganization 

There has been good coverage of many 
phases of the problem, but the bulk of 
such studies has been in professional 
magazines, law reviews, and bulletins of 
state societies of certified public account- 
ants, with their extremely limited avail- 
ability. Consequently, this book (the first 
full-length study of the problem in more 
than a decade) was written, from prac- 
tical experience extending over a number 
of years, to fill what is regarded as a 
genuine need of businessmen, accountants, 
revenue agents, 


lawyers, other taxmen, 


legislators, and students 








The only 
book covering 


this important 


subject! 


UNDERSTANDING THE 
SECURITIES ACT 
AND THE S.E.C. 


Edward T. McCormick 
of the S.E.C. Staff 


In this new book, a key official 
of the S.E.C. itself explains 
clearly and exactly how an in- 
vestment issue must now be 
prepared; what facts must be 
stated and how, and what may 
not be implied. Indispensable 
for every executive concerned 
with the issuing, marketing, 
or purchasing of securities. 


AMERICAN 
BOOK COMPANY 


88 Lexington Avenue 
New York 16, New York 














ECONOMICS IN ONE LESSON. By 


Henry Hazlitt. Published by Harper 
& Brothers, New York, N. Y. $2.00 


Henry Hazlitt, a economic 
thinker, is offering a major lesson in eco- 
nomics. Its central that sound 
economic thinking takes account of the 
long-run no less than the short-run, the 


rigorous 


thesis is 


over-all public interests as against special 
interests, and the secondary consequences 
as well as the primary consequences of eco 
nomic policies and programs. The appli 
cation of this general truth to programs 
of public works, taxes on production, 
make-work schemes, subsidies to special 
grdups and commodities, wage legislation, 
is clearly explained to the layman. 

The book is an analysis of economic 
fallacies “so prevalent that they have al 
most become an orthodoxy. . The 
shortest and surest way to an understand 
ing of economics is through a dissection 
of such errors—that is the assumption of 
this volume.” 


HOW TO FILE BUSINESS PAPERS 
AND RECORDS. By Allen Chaffee. 
Published by McGraw-Hill Book Com- 
pany. $2.25. 

This practical business manual, now in 
its sixth printing, deals with the filing 
systems and equipment in use today 


TRENDS IN EMPLOYEE HEALTH 
AND PENSION PLANS. Published 
by the American Management Asso- 
ciation, New York, N. Y. Paper, 
$73: 

These papers emphasizing employee 
security trends were presented by a 
panel session at the Mid-Winter Per- 
sonnel Conference of. the A. M. A., 
held in Chicago on February 16-18, 
1948. The pamphlet contains “Union 
Interest in Employment Retirement 
Plans’ by H. Charles Kwasha, “In- 
sured Pension Plans” by D. N. War- 
ters, and “Health Insurance Plans’ by 


Gilbert W. Fitzhugh. 


FINANCIAL CONTROLS AND 
BREAKEVEN POINTS. Published 
by the American Management As- 
sociation, New «York, N. Y. Paper, 
$1.00. . 


Recently published by the American 
Management Association as No. 91 in 
their Financial Management Series, 
this pamphlet contains five articles pre- 
sented at the Financial 
Conference held in New York on Jan- 
uary 15-16, 1948. The articles are “The 
Financial Aspects of Breakeven Points” 
Blackett, “A Flexible 
Cost Control’ by 


Association's 


by George H 
Method of Salary 
Edward N. Hay, “Conservation of 
Corporate Liquid Assets’ by Rolland 
J. Hamilton, “Management of Re- 


serves for Inventories and Deprecia- 
tion” by George D. Bailey, and “Your 
Stockholders—and You by E. “G, 
Potter, Jr 


PLANT-WIDE AND GEOGRAPH- 
ICAL SALARY ADMINISTRA- 
TION. Published by the American 
Management Association, New 
York, N. Y. Paper, $.75. 

These papers were presented at the 
Fall Personnel Conference of the 
American Management — Association, 
held in New York on October 2-3, 
1947. The pamphlet contains “The 
U. S. Steel Wage Classification Pro- 
gram-—-A Fair Day's Work for a Fair 
Day's Pay” by R. Conrad Cooper, ‘Sal 
ary Administration for Exempt Per- 
sonnel” by Joe Sweeten, and ‘‘Geo- 
graphical Salary Administration” by 
Joel Dean. 


NEW HORIZONS IN OFFICE 
MANAGEMENT. Published by the 
American Management Association, 
New York, N. Y. Paper, $.75. 
Presented at the Office Management 

Conference of the A. M. A., held in 

New York on October 20-21, 1947, 

these papers consist of “New Horizons 

in Office Management” by R. O. 

Yearick, ‘““Are Managers People ?” by 

Harry King Tootle, and ‘Management 

Training for Supervisors’ by Rexford 

Hersey. 


KEEPING THE LID ON OFFICE 
COSTS. Published by the American 
Management Association, New 
York, N. Y. Paper, $.50. 


These papers were presented at the 
Othce Management Conference of the 
A. M. A., held in New York on Octo- 
ber 20-21, 1947. They contain ‘What 
Is the Cost Situation Today?” by 
Henry A. McCashin, ‘Developing 
Workable Methods and Systems’ by 
Albert Dowell, “How to Determine 
Staff Requirements” by Arthur B 
Porter, and “How to Determine Office 
Equipment Requirements” by A. R. 
Hutchinson. 


INCENTIVES AND STANDARDS 
IN OFFICE PRODUCTION. Pub- 
lished by the American Management 
Association, New York, N.Y. 
Paper, $.50. 


These papers were presented at the 
Office Management Conference of the 
A. M. A., held in New York on October 
20-21, 1947. They consist of “Incentives 
That Produce Results’’ by James B. Slim- 
mon, “Work Simplification from the 
Worker's Standpoint’” by E. F. Cooley, 
and “Setting Standards for Work Per- 
formance” by D. S. Valentine. 





Health and Pension Plans Featured in Survey 


A forum discussion in print covering 
labor's growing interest in health and old 
age benefits features the 1948 issue of 
the recently published Journal of Com- 
merce sixth annual survey of corporate 
retirement plan developments 

Sparking the edition are articles by 
Charles E. Wilson, president, General 
Electric Co.; Philip Murray, president 
Congress of Industrial Relations and 
United Steel Workers; Fred A. Hartley 
Jr., co-author of the Taft-Hartley Act and 
Joseph E. Moody, Southern Coal Opera- 
tors Association. 

Mr. Wilson cites management's experi- 
ence with pension plan development, 
covering both union and non-union work- 
ers, while Mr. Murray discusses the rea- 
sons why unions insist upon collective 
bargaining on matters such as pensions, 
health and accident programs. Mr. Hatt- 
ley discusses union welfare funds and the 
reasons why a ban on certain types was 
recommended by the House Committee. 
Mr. Moody, who negotiated with John L. 
Lewis on the coal welfare plan, analyzes 
some of the policy problems involved in 
this type of benefit. 

Also discussing labor's growing inter- 
est in retirements benefits is C.R.R. Wick- 
enden, labor relations and employe bene- 
fit plan consultant. Meyer M. Goldstein, 
director of the Pension Planning Com- 
pany, gives a factual analysis of the type 
of benefits unions have sought and ob- 
tained in a broad list of industries. 


Uniform Wage Incompatible 
With Free Economy 


Uniform wage adjustments are incom- 
patible with the functioning of a free 
economy, according to a study, “Behavior 
of Wages,” published by the National In- 
dustrial Conference Board under the joint 
authorship of Martin R. Gainsbrugh, 
Chief Economist of the Conference 
Board, and Dr. Jules Backman, Associate 
Professor of Economics, New York Uni- 
versity, School of Commerce, Accounts 
and Finance. The two economists hold 
that “a free economy is and must be fluid. 
Industries rise and fall in public favor. 
New inventions, shifts in demands, 
changes in population, differing rates of 
gain in productivity, changes in national 
income, shifting price levels—these and 
a host of other forces fall with uneven im- 
pact upon different companies and in- 
dustries.” 

There is no support, the study contin 
ues, for the adoption of uniform national 
wage patterns when broad wage move- 
ments take place. “Such uniform patterns 
of change assume that a continuation of 
prevailing wage relationships is desirable. 
But change is the major characteristic of 
a dynamic economy.’ 


Sinewabcncae adhe. "ea RECE mend 


Welfare Fund planning is covered by 
Jonathan Sharp, of Woodward, Ryan, 
Sharp & Davis, while Maurice F. Lipton 
of Kwasha & Lipton, discusses special re 
tirement plan funding problems. 

The subject of pension costs is handled 
by several authorities. Geoffrey N. Cal 
vert, of Wickenden, Morss & Calvert, 
discusses rising interest and falling mor 
tality rates as factors in pension financing ; 
W. F. Drake, Prudential Insurance Co., 
Newark, analyzes group annuity cost as 
sumptions and actual costs; Lambert M 
Huppeler, L. M. Huppeler Co., writes on 
vesting pension benefits at death while 
Edwin Shields Hewitt Associates give a 
management-union guide to pension costs. 

Articles on new developments in the 
pension field include: Pension plans for 
the moderate sized employer by Howard 
C. Reeder, Continental Assurance Co., 
Chicago; a group pension plan for banks 
by Marsh and McLennan; holding down 
past service costs, by Fred P. McKenzie, 
Central Hanover Bank & Trust Co.; new 
developments in employe contributions, 
Morgan H. Alcord, Connecticut General 
Life, Hartford; Vesting benefits at term- 
ination of employment, Walter L. Ditzler, 
Pension Analysis Bureau, Dallas; keeping 
employes informed, N. M. Denker, John- 
son & Higgins; recent Revenue Bureau 
rulings together with index of past rul 
ings, Denis Brandon Maduro, New York 
and a study of recent trends in plan terms 
by R. W. Hemminger, Bankers Trust Co 


Employers Must Watch 
Draft Act Obligations 


To aid employers in keeping their 
workers informed about the new Selective 
Service Act, the Labor Relations Institute, 
New York, has prepared a question-and 
answer analysis of the law. 

The Institute recommends a five-point 
in plant publicity program designed 
to give workers the necessary information 
about the draft. It includes the following 
steps: 

l Make SHE if the pers nnel de part 
ully informed about the 


bre pared to answer gue 


Organ. 

A checklist spelling out employers’ em 
ployment obligations under the Selective 
Service Act has been prepared by the 
Institute. A copy may be obtained together 
with the question and-answer analysis by 
writing to the Labor Relations Institute, 
1776 Broadway, New York 19. 








ASHES in the furnace... cold 
winds blowing! ASHES in the 
ash can... ashes in the alley... 
ASHES in the coal bin... 
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OFFICE OVERLOADS 


..- those are Our Worries! 


Lean on us.. cal/us.. (hink of us as 
your branch office... believe in us... 
lepend onus... 
OVERLOADS come. . 
along home to her. 


- and go on 


Load your peaks and emergencies on 
ir st FLY or MAIL or 

BRING your data to us . . ask us to 

cor 

" 


ol shoulde 3. oe 


ne and getit...and you go on along 
home to her. 
We'll get the CONTROL figures you 
the punched-card tabulations, do 
yping that’s got to be done. . . vou 
go on home to her. 
ALL... and more... if you’l] note 
the neares/ office, and.... 


(RIOR UMMAN 
The nation’s foremost office overload service 
WORKMAN SERVICE, INC. 

109 N. Wabash Ave., Chicago 2, Ill. 
Other office locations: 


New York City ¢ Los Angeles 
Minneapolis ¢ Seattle 











HERBERT M. RAMEL, Vice President 
of the Ramsey Corporation, St. Louis, has 
been re-elected president of the Associ- 
ated Industries of Missouri, a non-profit 
organization of industrial and _ business 
firms in Missouri. Mr. Ramel is a member 
of the Controllers Institute of America 


ARTHUR SURKAMP, Treasurer of the 
United States Rubber Company, New 
York, been Vice President 

and Chairman 
of the Finance 
Committee and 
also made a Di- 
rector of a mem- 
ber of the Exec- 
utive Commit- 
tee, effective 
January 1. 

Mr. Surkamp 
has been with 
the company 
nearly thirty 

years. His first job was to organize the 
company’s employment office in New 
York. Later he was made Assistant Cash- 
ier of United States Rubber Plantations, 
Inc. In 1939 he became Controller, a po- 
1940, when he was 
consolidation of 


has elected 


sition he held until 
elected Treasurer 
the two posts. 

A member of the Controllers Institute, 
Mr. Surkamp served as Chairman of the 
National Committee on Admissions 1947- 
18, as Program Chairman for the 1948 
Annual Meeting, and is now a member 
of the National Board of Directors. 


upon 


HERBERT M. KELTON, General Au- 
ditor of United States Rubber Company, 
was elected Treasurer of the company to 
succeed Mr. Surkamp. Mr. Kelton joined 
the company in 1929 as Manager of the 
audit section of the controller's depart- 
ment, becoming Assistant Controller in 
1930 and General Auditor in 1940 


Harvey J. HAUGHTON has 
Jones & Laughlin Steel Corporation, 
Pittsburgh. Mr. Haughton, a member of 
the Controllers Institute, was previously 
associated with H. K. Porter 


Inc., Pittsburgh 


joined 


Company, 


THE CONTROLLER 


RALPH V. HuNT has resigned as Vice 
President, Controller and a Director of 
Douglas Aircraft Company, Santa Mon- 
ica, California. Mr. Hunt, a member of 
the Controllers Institute of America, an- 
nounced his resignation as effective on 
November 30. He was succeeded as a 
Director of the company by Harry W. 
STRANGMAN, who was also elected Treas- 
urer. 


GerorGE W. SCHENK has accepted the 
position of Assistant Controller of Grand 
Central Airport Company, Glendale, Cali- 
fornia. A member of the Controllers 
Institute, Mr. Schenk previously was con- 
nected with California Design Manufac- 
turing Corporation, Burbank, California. 


W. H. HALLERBERG, formerly Control- 
ler of Masters Specialties Company, Chi- 
cago, is now associated with Fulton Bag 
& Cotton Mills, St. Louis, Missouri. Mr. 
Hallerberg is a member of the Control- 
lers Institute. 


Epwarp ReIcHE, formerly Assistant 
Secretary-Treasurer of Gulf Brewing Com- 
pany, Houston, Texas, is now Secretary 
and Treasurer. Mr. Reiche is a member of 
the Controllers Institute. 


DANIEL J. 

HENNI 

president of the 

Controllership 

Foundation, Inc., 

and past  presi- 

dent of the Con 

trollers Institute 

of America has 

accepted ap- 

pointment to the 

Columbia  Uni- 

versity Advisory Committee on Industrial 

Engineering. The committee, which in 

cludes management enginecring represen- 

tatives of labor unions, as well as corpora 

tions and technical firms, has been organ- 

ized to consider the question, “What is 

Industrial Engineering and Manage- 

ment 7?” Mr. Hennessy is Executive Vice 

President of Jamaica Water Supply Com- 
pany, Jamaica, New York. 


RST, 
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WALTER E. SHIELDS has been elected 
Secretary and Treasurer of Audio Prod- 
ucts Corporation, Burbank, California. 
Mr. Shields, a member of the Controllers 
Institute, had previously been with Matti- 
son, Davey & Rader, Los Angeles, and 
with Petrolite Company, Ltd., St. Louis. 


Paut A. May has been appointed 
Controller of Mine Safety Appliance 
Company, Pittsburgh. He formerly was 
Assistant Comptroller of Minneapolis- 
Honeywell Regulator Company. A gradu- 
ate of Northwestern University, Mr. May 
had previously been associated as Assist- 
ant Controller with Fruehauf Trailer 
Company and Secretary-Treasurer of A. J. 
Gerrard Company. 


Roscoe SEyY- 
BOLD, Vice Presi- 
dent of the West- 
inghouse Electric 
Corporation, 
Pittsburgh, has 
also been  ap- 
pointed Assistant 
to the President 
with special re- 
sponsibility for 
organizational 
planning and 
budget and operating expense control. 

Mr. Seybold was National President of 
the Controllers Institute 1937-38 and a 
National Director 1937-40, as well as 
Chairman of the National Committee on 
Cooperation with SEC 1937-39 and 
Chairman of the National Executive Com- 
mittee 1939-40. He holds membership 
certificate 253. 


Peuser & Patzig 


C. E. HEADLEE has been elected Con- 
troller of Westinghouse, a position which 
Mr. Seybold had held since 1931. Mr. 
Headlee, who had been Assistant Con- 
troller for the past two years, will report 
to Vice President Seybold, as will the 
Treasurer and the Director of Budgets. 

Mr. Headlee joined Westinghouse in 
February 1919 and since then has served 
in the statistical and cost and service ac- 
counting divisions of the company. He 
was Director of Industrial Accounts for 
ten years, before becoming Assistant Con- 
troller in 1946. 

He is a member of the Controllers In- 
stitute, past president of the Pittsburgh 
Chapter of the National Association of 
Cost Accountants, and Director of the 
First National Bank of Wilkinsburgh, Pa 


JosePpH J. My cer, Secretary-Treasurer 
of Neisner Bros., Inc., has been named 
president of the Rochester Civic Music 
Association. Mr. Myler, 
president of the Rochester Control of the 
Controllers Institute during 1941-42, is a 
frequent contributor to THE CONTROLLER. 


who served as 





W. J. ReuscHer has been appointed 
Controller of the Hudson Motor Car 
Company, Detroit. After 14 years as As- 
sistant Treasurer and Divisional Control- 
ler of Firestone Tire and Rubber Com- 
pany, Mr. Ruescher had been associated 
with Bendix Home Appliance Company 
since 1942, first as Secretary and more 
recently as Vice President and Treasurer. 


MALCOLM B. VARNEY, Assistant Treas- 
urer of Bush Terminal Buildings Com- 
pany, Brooklyn, and a member of the 
Controllers Institute of America, is cur- 
rently serving as president of the Brook- 
lyn Chapter, National Association of 
Cost Accountants. 


FLADGER F. TANNERY, Assistant Comp- 
troller of Humble Oil & Refining Com- 
pany, Houston, Texas, and a member ol 
the Controllers Institute, authored an 
article in the October issue of The Ac- 
counting Review, entitled “The Require- 
ments and Opportunities in Industry for 
Students of Accounting.” 


E. L. WorFoLk, in addition to his 
regular duties as Controller of Interna- 
tional Projector Corporation, Bloomfield, 
N. J., was recently elected Controller of 
SEC-o-matic Corporation, which is a new 
subsidiary of International Projector Cor- 
poration, covering the manufacture and 
sale of dry cleaning equipment. Mr. Wor- 
folk is a member of the Controllers Insti- 
tute. 


RALPH W. Racer, former Controller, 
has been elected Vice President of Oil 
Well Supply Company, Dallas, Texas. 
Mr. Rager is currently serving as Chair- 
man of the Publicity Committee for the 
Second Annual Southern Conference of 
Controllers which will be held in Dallas, 
February 4-5, under the auspices of the 
Dallas Control of the Controllers Insti- 
tute. Mr. Rager is the first vice president 
of the Dallas Control. 


ERWIN P. KRAATZ succeeds RALPH 
W. RAGER as Controller of Oil Well Sup- 
ply Company, Dallas, which is a sub- 
sidiary of the United States Steel Cor- 
poration. 


J. E. Kettner, Vice President and 
Controller of the Farm Bureau Insurance 
Companies of Ohio, was elected to the 
board of directors of the National Asso- 
ciation of Mutual Insurance Companies at 
the organization’s 52nd annual meeting 
in St. Paul, Minnesota. The Association is 
a national organization of mutual casualty 
and fire insurance companies. A member 
of the Controllers Institute of America, 
Mr. Keltner has been with Farm Bureau 
Insurance Companies for more than 20 
years. 


HERBERT F. 
ADAM, a mem- 
ber of the Con- 
trollers Institute, 
has been elected 
Treasurer of J 
Hungerford 
Smith Co., Roch- 
ester, N. Y. Mr. 
Adam joined the 
company tn 1916 
as office boy and 
in the intervening years served as Payroll 
Clerk, Cost Accountant, Auditor, Assist- 
ant Treasurer, Credit Manager and Assist- 
ant Secretary 

An active member of the Rochester 
Credit Men’s Service Corporation, Mr 
Adam was elected in 1944 to the Board of 
Directors. In 1945 he served as Secretary 
and in 1946 as President. In 1948 he was 
elected to the Board of Directors of the 
Rochester Association of Credit Men. Re- 
cently he was appointed to serve on thy 
Committee on Credit Information Inter- 
change Procedure of Dairy Industries Sup 
ply Association, Washington, D. C. 


HENRY C. PERRY, Treasurer of Hey- 
wood- Wakefield Company, Gardner, Mas- 
sachusetts, and a past National President 
of the Controllers Institute, was a panel 
speaker at the annual meeting on Novem- 
ber 22 of the Robert Morris Associates 
and the Massachusetts Society of Certified 
Public Accountants, Inc. Mr. Perry pre- 
sented the management view on ‘What 
Story Should Financial Reports Tell ?’ 


HAROLD J. MAMMOsER, Secretary, As 
sistant Treasurer and Comptroller of Tok- 
heim Oil Tank and Pump Company, Fort 
Wayne, Texas, was appointed president 
of the Fort Wayne Control of the Con- 


trollers Institute recently to fill out the 


unexpired term of ROBERT L. CARSON. Mr 
Mammoser, who had been serving as vice 
president of the Control since its organi 
zation in May 1948, was succeeded in the 
vice presidency by Ropert L. GRANT, 
Assistant Treasurer and Chief Account 
ing Executive of Miles Laboratories, Inc., 


Elkhart, Indiana. 


ROBERT L 
CARSON 
cepted the posi 
tion of Control 
ler of the Cuneo 
Eastern Press, 
Inc., at Philadel 
phia. Mr. Car 
son. was previ 


has ac- 


ously Controller 

of Messenger 

Corporation, Au 
burn, Indiana. He ts a member of the 
Controllers Institute of America 


THE CONTROLLER. . . 


NEVILLE R. ASHCROFT has been elected 
President of all subsidiaries of Scott & 
Bowne, Bloomfield, N. J., and will devote 
himself largely to the foreign interests of 
the company. Mr. Ashcroft, who retains 
his title as Vice-President of Scott & 
Bowne, has relinquished his duties as 
Treasurer. ROBERT N. STRINGER, formerly 
Chief Accountant of Scott & Bowne, has 
been elected Secretary-Treasurer of the 
Company. Both Mr. Ashcroft and Mr. 
Stringer are members of the Controllers 
Institute of America 





Obituary 





Leroy C. OpELL, 53, Assistant Secre- 
tary and Assistant Treasurer of Gaylord 
Container Corporation, St. Louis, Mo., 
passed away on October 16 in Glockner- 
Penrose Hospital, Colorado Springs, 
Colo., where he had been a patient for 
the past two years. 

Mr. Odell had been associated with the 
Gaylord Container Corporation for 23 
years. Previous to that connection he was 
Assistant Treasurer of the American Pa- 
per Products Company, St. Louis. 

A member of the Controllers Institute 
since June 1937, Mr. Odell held mem- 
bership certificate 984. 


Russect B. CLiark, Controller of Sub- 
urban Propane Gas Corporation, Whip- 
pany, N. J., died suddenly November 12 
of a heart ailment. He was 48. 

Mr. Clark, who lived at 40 Moore Ter- 
race, West Orange, N. J., had been Con- 
troller of his corporation since April 1, 
1946. Previously he was connected with 
Barrow, Wade, Guthrie & Company, 
Tulsa, Okla 

Mr. Clark was a member of the Con- 
trollers Institute with certificate number 


3927 


PHILLIPS CHYNOWETH, 60, Vice Presi- 
dent and Controller of the National 
Shirt Shops, New York, died December 

in St. Luke's Hospital. 

Mr. Chynoweth, who lived at 106 
Morningside Drive, had been with his 
company since 1934. For fifteen years pre- 
vious to this connection, he was associated 
with Patterson & Ridgeway, New York. 
He also served several years with Haskins 
& Sells, New York. 

A native of Madison, Wisconsin, Mr. 
Chynoweth early in his career had been 
city editor of the San Jose Mercury, San 
Jose, Calif. ; 

Mr. Chynoweth was a member of the 
New York City Control of the Control- 
lers Institute of America for the past ten 
years and held membership certificate 











Corporate Ownership 
Is Widespread 


Emphasizing diversity of ownership in 
the billion-dollar General Electric Com- 
pany, 25 per cent of the 248,- 
850 small” holders, 
shares each. Brokers 
than 2 per 
trustees and 


more than 
stockholders are 
owning one to ten 
and bankers represent 
cent of the owners, while 
other fiduciaries number about 10 per cent 
and institutional holders—colleges, hos- 
about one-half of 1 
a G-E survey re- 


less 


pl — etc 
pe cent, 
cher recently 
Big Steel 
corporate ownership. Of the 12,306,063 
shares that the $2 billion United States 
Steel Corporation has outstanding, no in- 
dividual holds as much as 1 per cent. 
Nearly 90 per cent of its 228,467 stock- 
holders own less than 100 shares each. 

In the $3 billion Standard Oil Com- 
pany (N. J.), with 27 42 shares out- 
standing, more women (77,018) than 
men (68,227) own stock, and there are 
25,447 trust and institutional holders. 

In the world’s largest corporate enter- 
prise, the $9 billion American Telephone 
and Telegraph Company, women again 
take the lead, owning more than half of 
the 23,139,116 shares held by 754,688 
stockholders, and no one holds as much 
as one-third of 1 per cent of the stock. 


COMPTisc 
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A Correspondence Institution 
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‘Misleading’ Income 
Statements Opposed 


Opposition to any form of income 
statement which might mislead the public 
as to the exact figure reported for corpo- 
ration net income is expressed in a bulle- 
tin, released on November 1 by the Com- 
mittee on Accounting Procedure of the 
American Institute of Accountants. 

The bulletin, entitled ‘Presentation of 
Income and Earned Surplus,” recommends 
that net corporate income be shown with- 
out any deductions, other than dividends, 
or additions of items at the bottom of the 
income statement after the determination 
of the net income in accordance with gen- 
erally accepted accounting procedures. 
Specifically, the bulletin warns against 
charges and credits displayed in “a man- 
ner and uith wording which has oc- 
casioned misconceptions as to whether the 
earnings for the period were the amounts 
captioned as net income or were the final 
and more prominent amounts shown on 
the income statements after the deductions 
or additions of such charges and credits.” 

The committee explained that its recom- 
mendation would not preclude the use of 
a combined statement of income and 
earned surplus, nor is it intended to dis- 
courage the use of separate statements 
showing the disposition of net income. 

Another bulletin, issued at the same 
time by the Committee on Accounting 
Procedure, embodied recommendations of 
the American Institute of Accountants’ 
Committee on Terminology limiting the 
use of the word “reserve.”” The Commit- 
tee on Terminology recommends that the 
word ‘reserve’? be used only to indicate 
that an undivided portion of assets is be- 
ing held for general or specific purposes 
The committee opposes use of the term 
in 2 corporation balance sheet to describe 
deductions from assets or provisions for 
parti ular liabilities, and opposes its use 
for any 
statements. 


purposes In corporation income 


Large Tax Credits 
in New York State 


Because of an unprecedented size of 
payrolls within the state, healthy employ- 
ment conditions which resulted in a de 
cline of benefit payments, and the dollar 
ceiling on the required reserve, the larg 
est 12-month surplus in the history of the 
New York State Unemployment Insur 
ance Fund was announced recently. 
qualified New 


received 


York 


$126.6 


Consequently, 
State employers have 
millions in tax credits against unemploy 
payable in 1949 
against tax 


ment insurance taxes 
The credits are 


payments due this month. 


applicable 


Buffalo Control Meets 
with Canadian Societies 


Approximately 450 members and guests 
attended the joint meeting of the Buffalo 
Control of the Controllers Institute of 
America, the Hamilton Chapter of the 
National Office Management Asociation, 
and the Hamilton Chapter of the Society 
of Industrial and Cost Accountants of On- 
tario, which was held October 15 at the 
Royal Connaught Hotel in Hamilton. 

James Gibson, a member of the Control- 
lers Institute and past president of the 
Buffalo Control, was the featured speaker. 
He chose for his topic “The Accountant's 
Horizon.” 

Participating in a panel discussion fol- 
lowing Mr. Gibson’s speech were E. M. 
Coles, Vice President, Canadian Westing- 
house Company, Ltd.; E. H. Ambrose, 
Vice President, Dominion Foundries & 
Steel Company, Ltd.; A. L. Elliott, Vice 
President, International Harvester Com- 
pany of Canada, Ltd.; and H. I. Kellond, 
Superintendent, T. Eaton Knitting Com- 
pany, Ltd. 

President of the Buffalo Control W. H 
Watkins, Comptroller and Assistant Treas- 
urer of the Hewitt Rubber Corporation, 
presented a three-minute talk at the open- 
ing of the dinner program, with other 
speakers being B. E. James, President of 
National Office Management Association, 
and W. C. Sparham, Chairman of the So- 
ciety of Industrial and Cost Accountants. 

The program was under the chairman- 
ship of J. Thompson, Comptroller of 
Canadian Westinghouse Company, Ltd., 
and a member of the Controllers Institute. 


Cleveland Workers 
Waive Xmas Bonus 


Employees of Thompson Products, Inc., 
Cleveland, recently voted down a Christ- 
nas bonus when the proposition was put 
up to them for a vote by F. C. Crawford, 
President of the company. 

Interviewed at the National Assocta- 
tion of Manufacturers’ meeting in New 
York recently, Mr. Crawford told report- 
ers that he had pointed out to the workers 
that the company’s “nest egg’’—its work 
ing capital—had been reduced from $19 
million to $18 million as the result of in- 
vestments in tools, dividends, etc. 

I asked them what we should do about 
the Christmas bonus,” Mr. Crawford said, 
and they decided to let it go.” 





APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


6 CHURCH ST. 
NEW YORK 


ATLANTA 
CHICAGO 
O£TROIT 


BOSTON 
PHILADELPHIA 
PITTSBURGH 








Management Guide Issued by Standard Oil 


Pointing up the ever-increasing em- 
phasis being given by American business 
to management organization, Standard 
Oil Company of California announces its 
publication of “The Management Guide,” 
a 100-page chart-illustrated book describ- 
ing the use of management guides as aids 
in performing corporate functions. 

Prepared by Standard’s widely known 
Department on Organization, the book 
is based on experience gained by the com- 
pany in the last dozen years in preparing 
management guides for its departments 
and subsidiaries. 

In a foreword, H. D. Collier, chair- 
man of the Board of Standard, states: 

“The man who is best able to accom- 
plish his job thoroughly and_ success- 


fully . . . is the man who has a clear 
understanding and knowledge of the re- 
quirements, the limitations, and the re- 
lationships of that job and of its relative 
position in the whole organization.” 

Among the topics covered are the need 
and use of job description forms, the 
delegation of responsibility and authority, 
pointers on how to prepare management 
guides, and their proper use 

For purposes of illustration, a hypo- 
thetical corporation has been described. 
Sample mangement guides for key posi- 
tions from the president down are pre- 
sented as examples of the method used 
by Standard in explaining the responsi- 
bilities and authority of management 
positions. 


PLANNING THE SOUTHERN CONTROLLERS CONFERENCE 


Plans for the 1949 Southern Conference of Controllers—scheduled 
to be held in Dallas at the Baker Hotel, February 4-5, under the spon- 
sorship of the Dallas Control of the Controllers Institute—were re- 
viewed recently when the above group of Dallas and Fort Worth mem- 
bers met with the Institute’s Regional Vice President, J. R. Mulvey, 
Humble Oil and Refining Company, Houston, and Paul Haase, Assist- 
ant Managing Director representing National Headquarters of the In- 
stitute, New York. 

Gathered round to hear a progress report by Program Chairman 
Henry S. Koepcke are (seated L. to R.) Lyman L. Dyer, Lone Star Gas 
Company, Dallas, who is General Chairman of the conference; Lau- 
rence H. Fleck, Controller of Southern Methodist University, who will 
address the Friday morning session on “Education for Controllership”; 
Louis G. James, Lone Star Gas Company, Dallas, member of the Ar- 
rangements Committee; Mr. Mulvey; Felix H. Tucker, Conro Manufac- 
turing Company, Texas, who is President of the Dallas Control; Mr. 
Koepcke, Dallas, and John Stuart, Texas Employers’ Insurance Asso- 
ciation and Employers Casualty Company, Dallas. 

Standing (L. to R.) are Ralph W. Rager, Oil Well Supply Company, 
Dallas, who is Chairman of the Publicity Committee; Horace H. Kotter, 
Hobbs Manufacturing Company, Fort Worth, member of the Program 
Committee; Lewis E. Frensley, Magnolia Pipe Line Company, Dallas, 
member of the Arrangements Committee; J. A. Goodson, Hunt Oil 
Company, Dallas, who is Chairman of the Finance Committee; John 
H. Sicks, Mrs. Tucker’s Foods, Inc., Sherman, Texas, member of the 
Publicity Committee; Ed C. Hands, Ben E. Keith Company, Forth Worth, 
member of the Arrangements Committee; Mr. Haase, and Franklin P. 
Marsh, Southwestern Drug Corporation, Dallas, member of the Execu- 
tive Committee. 


Perhaps there? 
WASTED TIME 
WASTED EFFORT 
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Here are the ways to SAVE 
in record-keeping papers: 


. Eliminate waste caused by paper that 
is roughened, torn or spoiled by eras- 
ing. Avoid costly re-writing of records. 
Parsons Mechano Form ledger and 
index-bristol are made with fine, tough, 
new cotton fibers to withstand erasure. 

. Eliminate dog-eared corners on fre- 
quently used cards or sheets. Why 
waste time fumbling, and finally re- 
writing the record? Parsons Mechano 
Form paper and cards are tough. The 
card stock is solid, not sheets pasted 
together. 

. Eliminate smudging of entries and ink 
spreading on paper fibers. Parsons 
Mechano Form is chemically and phy- 
sically built to prevent this annoyance, 
and the waste of inaccuracy. 

. Make your records more useful by hav- 
ing each kind of record on a different 
color stock, Parsons Mechano Form is 
available in white and six colors. They 
are available in a variety of weights and 
thicknesses so that matching records 
can be kept on cards and paper, provid- 
ing an automatic signal indicating the 
kind of record. 

Ask your printer or lithozrapher for Parsons 
Mechano Form when you buy record keeping 
forms. Or send for the free booklet, ‘“‘How to 
Make Your Records Legible and Lasting.” 


Parsons PapER COMPANY 
DEPARTMENT 1 
HOLYOKE, MASSACHUSETTS 


Please send me, free and without cost or obliga 
tion, your booklet “‘How to Make Your Records 
Legible and Lasting.” 


Name 

(PLEASE PRINT) 
Organization 
or Company 


Street 
City or 
Town 








Copy DEADLINI 


Tenth of month preceding publication 





Positions Wanted 


Controller—Executive Accountant 


Executive accountant presently em- 
ployed offers: cleven years of heavy in- 
dustrial and diversified experience in 
executive capacity, functioning as part 
of top management group, and five years 
of public accounting experience as super- 
senior. Practical experience in- 
cludes executive committee functions, 
financial planning, salary administration 
and organization planning; development 
of manufacturing expansion, and cost re- 
duction programs; developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro- 
cedures, taxes, financial and cost reports. 
Certified Public Accountant. Age 44. 
Salary $15,000. Address: Box 763, THE 
CONTROLLER, One East  Forty-Second 
Street, New York 17, N. Y 


vising 


Controller—Executive Accountant 


Executive accountant offers many years 
yf industrial experience in executive ca- 
pacity, functioning as part of top man- 
igement group with multiplant operations. 
Practical organiza- 
tional and account planning; development 


experience includes 
controls and cost reduction 
analyzing and in- 


budgets : 


of inventory 
programs; developing, 


terpreting costs and general 


accounting, taxes, procedures, — insur- 


ance and the preparation of financial 
statements, Operating reports and surveys. 
Member of Controllers Institute. Age 43, 
married, three dependents. Address: Box 
813, THE CONTROLLER, One East Forty- 
Second Street, New York 17,N. Y. 


THE CONTROLLER 


Cost Accountant—Budget—Assistant 
Controller 


Available immediately. Practical experi- 
ence includes organization planning, de- 
velopment of manufacturing systems; de- 
veloping, analyzing and interpreting costs, 
budgets, cost controls, and plant equip- 
ment controls. Special investigations on 
overhead and operating expenses as well 
as the development of production engi- 
neering accumulation and liquidation 
Standard costs a specialty. Experience in 
time and motion study. Age 36, married, 
with two children. Ohio University gradu- 
ate, B.A. in Accounting. Address: Box 
871, THE CONTROLLER, One East Forty- 
Second Street, New York 17, N. Y. 


Controller—Treasurer 


A Controllers Institute member, 
ently employed, seeks challenging assign- 
ment as Controller, Treasurer, or Assist- 
ant to Senior Officer. Can arrange early 
availability. Would relocate. Broad na- 
tional, industrial experience, all functions; 
management level. Special fortes: organi- 
zation, personnel procurement and train- 
ing, modern accounting techniques, sys- 
tems installations, procedure manuals, cost 
reduction, budgets, credits. Timely and ac- 
curate figures interpreted for manage- 
ment’s action. Effective controls painlessly 
applied. Educated Harvard—business ad- 
ministration, accounting, law. Age 45. 
Married. Salary dependent upon location, 
responsibility and opportunity. Addréss: 
Box 875, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y 


pres 


Controller—Treasurer 

Executive Accountant 
Large manufacturing company secks 
executive position for its Controller 
with a record of exceptional accomplish- 
ments. He has twenty years of top- 
notch diversified industrial and public 
accounting experience in budgets, systems 
and methods, cost reduction, controls, 
supervision of personnel. Negotiated con- 
tracts and did business with the govern- 
ment, banks, customers and vendors, in- 
surance companies and unions. A high 
calibre man. Age 40. Married. Member 
of the Controllers Institute. Address: 
Box 878, THE CONTROLLER, One East 
Forty-Second Street, New York 17, N. Y. 


Controller—Treasurer 


Last four years Secretary-Controller- 
Head of Finance Division of $80 million 
utility. Previous two Controller- 
Treasurer group of companies engaged 


years 


in manufacture and sale of electronic 
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equipment. Previous eighteen years with 
large utility system holding progressively 
positions of Accountant, Traveling Au- 
ditor, Internal Auditor, General Auditor, 
Assistant Controller of large operating 
company, Assistant Controller of holding 
company. Previous two years teller in 
small bank. Graduate St. Lawrence Uni- 
versity. Major economics. Married. One 
child. Excellent health. Age 47. Director 
and officer of Savings and Loan Associa- 
tion, Community Chest, Rotary Club, 
Country Club. Relations with present em- 
ployer excellent. Present salary $11,000. 
Address: Box 879, THE CONTROLLER, 
One East Forty-Second Street, New York 
by a ao 


Treasurer—Controller 


Member top management group. Heavy 
manufacturing accounting, 
costs, finance, credits, taxes, systems and 
management control. Excellent education. 
Twenty years same employer bespeaks 
high calibre of services rendered. Chicago 
area preferred. Address: Box 880, THI 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


experienc ec, 


Cost Accountant 


Assistant Controller, B.S. degree in 
Business Administration, plus two years 
of mechanical engineering. Experience in- 
cludes twelve years of heavy cost account- 
ing covering production, material and in- 
ventory control, budgets. Have extensive 
experience in standard cost systems in 
electronics, sheet metal (steel and alumi- 
num), wood and rubber. Age 36, mar- 
ried, salary very modest. South, mid-west 
or south east. Address: Box 881, THI 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Executive—Top Management Group 
Executive and Certified Public Ac- 


countant. Presently employed offers twenty 
years of heavy industrial and diversified 


experience In executive capac ity, function 
ing as part of top management group. 


Practical experience includes executive 
committee functions, financial planning, 
salary administration and organization 
planning, consolidated financial _ state- 
ments and reports, cost analysis and re 
duction programs, developing, analyzing 
and interpreting costs, budgets, inventory 
and cost control, all phases of general ac- 
counting, internal auditing, systems, pro 
cedures, taxes (federal, state and local), 
all insurance requirements, credits and 
collections, sales analysis and_ statistics, 
property records, office machines and 
equipment and office management. Ad- 
dress: Box 882, THE CONTROLLER, One 
East Forty-Second Street, New York 17 
i 





Controller 


Controller of company doing $20 mil- 
lion sales annually. Responsible for all 
accounting activities at several wide- 
spread manufacturing locations. Experi- 
enced in budgets, standard costs, payroll, 
taxes, general accounting, financial state- 
ments, office management and systems and 
procedures. Due to impossible labor con- 
ditions company is being dissolved. De- 
gree in accounting from well known uni- 
versity. Member of Controllers Institute. 
Age 34, married, two children. Salary 
open based on opportunities and respon- 
sibilities. Address: Box 883, THE Con- 
TROLLER One East Forty-Second Street, 
New York 17, N. Y. 


Treasurer—Controller 


Industrial Executive widely experienced 
in all phases of financial management, 
branch control, budgets, taxes, credits 
and collections, etc. A good organizer 
with a record of accomplishment. Age 
50, married. Member of Controllers In- 
stitute. Earnings $10,000-$12,000. Prefer 
Middlewest. Address: Box 884, THE 
CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 


Controller—Executive Assistant 


CPA, college graduate, 42, twenty years 
diversified experience in public and pri- 
vate accounting supervisory positions. 
Efficient administrator familiar with all 
phases of accounting, auditing, taxes, 
finance, and corporate procedures. Prefer 
small city in South or Middle West. Ad- 
dress: Box 885, THE CONTROLLER, One 
East Forty-Second Street, New York 17 
N. Y. 


Controller—Assistant Cortroller 


Institute member desires position as 
Controller, Assistant Controller or other 
financial officer. He 1s Profit Conscious. 
His theme is PRoFir INSURANCE. He ts 
accustomed to increasing profits in manu- 
facturing concerns by analysis of opera- 
tions and development of financial con- 
trols, cost systems, procedures, effective 
human relations, tax savings and better 
methods which give immediate data 
needed by executives responsible for 
sales, manufacturing and financial policy 
He is presently employed, college trained, 
15 years old, married and has three de- 
pendents. Address: Box 886, THE CON- 
TROLLER, One East Forty-Second Street, 
New York 17, N. Y. 








A Quality Service 
Conducted on a Professional Leve 


(NATIONAL IN SCOPE) 


Employers will save valuable time and expense 
by calling upon the Proprietor of this service for 
assistance in finding key personnel viz: Treas- 
urers, Controllers and Assistants; Staff and Line 
Accountants ; Budget, Cost, Systems and Tax Spe- 
cialists. Bank and professional references upon 


reque st. 


The applicant is responsible for the Agency fees. 


HARVEY LITTLEFIELD 
Personnel Specialist 
ACCOUNTING, AUDITING AND TAXES” 

Suite 1208 108 N. State Street 


CHICAGO 2, ILLINOIS 
ANdover 3-2646 




















“Recommendation? Well- | brought this 
/ 
from the last place | was secretary at!” 


THE CONTROLLER 





Value of Internal Auditor as 
Company Member 


The internal auditor is the 
of eyes and ears of management and can 
make an important contribution to the 
company by on-the-spot observations of 
local conditions or situations,’ Christian 
E. Jarchow, Vice President and Comp- 
troller of International Harvester Com- 
pany, told the recent seventh annual 
conference of the Institute of Internal Au- 
ditors. Mr. Jarchow, who spoke on “'Con- 
trollership and the Internal Auditor,” is 
Chairman of the Board of Directors of the 
Controllers Institute of America. 

Because management sometimes finds it 
impossible to keep in touch with wide- 
spread company operations, Mr. Jarchow 
pointed out the significant opportunities 
that an internal auditor has to obtain 
needed information through on-the-ground 


extra pair 


observations. 

The internal auditor can make a valu- 
able contribution by rounding out and 
supplementing the system of internal con- 
trol and by serving as an observer of facts 
and situations which management might 
Mr. Jar- 


can serve management by 


not otherwise become aware,’ 


chow said. He 
in which established 


and by 


appraising the 


company policies are working out 
! +e | é 


Way 


Emphasized 


calling attention to the need for new or 
changed policies when the occasion te- 
quires. 

If the internal auditor has the capacity 
for knowledge and understanding and if 
he is furnished with all the pertinent in- 
formation concerning the ng i poli- 
cies and procedures of the business, he 
will certainly be equipped to act as a valu- 
able aid to management. 

“But he must not only be well in- 
formed; he must keep himself so,’’ Mr. 
Jarchow emphasized. ‘An auditor well in- 
formed today may soon become much less 
effective if he does not have an oppor- 
tunity to learn about day-to-day develop- 
ments in the business, or if he does not 
have the ability to appreciate the signifi- 
cance of such developments. The problem 
of keeping internal auditors informed of 
current developments in their organization 
deserves serious consideration by the head 
of the internal audit department.” 

Mr. Jarchow urged that auditors use 
diplomacy in contacts, keep their feet on 
the ground in trying situations, observe 
office hours and cooperate with local man- 
agement. 

“They should not appear in the role of 





Forthcoming Meetings 
CONTROLLERS INSTITUTE OF AMERICA 


Southern Regional Conference 


Eastern Regional Conference 


Midwestern Regional Conference 


18th Annual National Meeting 


February 4-5 
Baker Hotel 
Dallas, Texas 


April 1-2 
Statler Hotel 
Boston, Mass. 


May 1-3 
Cleveland Hotel 
Cleveland, Ohio 


September 25-28 
St. Francis Hotel 
San Francisco, Calif. 





detectives or critics, but as counselors will- 
ing to help with current problems and de- 
sirous of promoting the welfare of em- 
ployees and the company insofar as 
possible,” he explained. ‘I believe the in- 
ternal audit department should consider 
itself a service organization in the sense 
that any department of the business 
should feel free to call upon it for special 
investigations. 

Mr. Jarchow is in favor of discussing 
reports with local management, because 
facts may be brought to light which might 
modify the audior’s original understand- 
ing of the situation. 

“Years ago it was assumed that the 
principal function of an internal auditor 
was to detect misappropriations, defalca- 
tions and thefts,” he said. “While I do not 
want to minimize this phase of the inter- 
nal auditor's work, I regard it as being of 
lesser importance to the many other con- 
tributions which the internal auditor can 
make in the best interests of good man- 
agement. It is expected that an internal 
audit staff should be constantly alert to 
dishonesties of all kinds. It is important 
that these be kept to a minimum and 
that they be detected early. The auditor 
should be fully aware of the possibilities 
for dishonesty and carefully review every 
avenue through which manipulation could 
be accomplished for the personal gain of 
an employee. Auditors should be thor- 
oughly instructed as to the procedure to 
follow where irregularities are developed 
They should obtain documents and testi 
monies which are conclusive evidence of 
the crime committed, and above all should 
not leave an investigation with an un- 
proved accusation or implication.” 

Urging that the internal auditor break 
with the routine checker of the past and 
become a part of the management team, 
Mr. Jarchow says he believes that the in- 
ternal auditor “has a great opportunity to 
be of service to management by thinking 
independently, by appraising objectively 
all that comes under his observation, and 
by bringing to the attention of manage- 
ment recommendations fc. improvements 
in operating efficiency.” 
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“Mr. Barton, | just had to make this 
suggestion personally!” 





LET THIS Fit lhinker” 


SAVE MONEY FOR YOU 


Another important reason for the 
speed and flexibility of Underwood 
Sundstrand Accounting Machines 








You're looking at the control plate of the Underwood Sund- 
strand Accounting Machine. 


This little device controls the machine set up... does 
virtually all the “thinking.” When posting Accounts Receiv- 
able, it tells the machine to add charges, subtract credits, 
when to print a Debit or a Credit Balance and, sales-to-date 
figures if necessary. 

As a result, operators are relieved of many tasks. They 
simply insert the forms in the Front-feed Carriage, enter the 
figures on the 10-key keyboard, and touch a motor bar. From 
there, the control plate takes over... enables the machine to com- 
plete the work automatically. 


Want to change to Accounts Payable or Payroll? Just insert a 
different control plate...merely a matter of seconds. Thus with 
Underwood Sundstrand, you get speed, economy, and outstanding 
flexibility. 

You get controlled accuracy, too. Printed evidence of accuracy is 
automatically furnished, on either a proof tape or an audit sheet, 


the instant each posting is completed. 

Find out the other reasons why Underwood Sundstrand Account- 
ing Machines will save you time and money. Call your nearest 
Underwood representative for a complete demoustration today. 


Underwood Corporation 


[ypewriters . 
Carbon Paper . . . Ribbons and other Supplies 


Accounting Machines . . . Adding Machines . 


One Park Avenue New York 16, N. Y. 
Underwood Limited, 135 Victoria St., Toronto 1, Canada 


Sales and Service Everywhere ©1948 


Simplicity 
directly to the writing position in one fast, easy motion. 


in Aligning Forms. Operators insert forms 


Speed in Entering Figures. There are only 10 
numeral keys on the Underwood Sundstrand . . 

grouped under the finger tips of one hand. Even 
untrained employees develop a fast, accurate 
“touch” method after a few minutes’ practice. 











ANYOVE CAN ARFORD 
THIS TABULATING SERVICE 





You Don’t Hawe To Be BIG To Benefit From 
STATISTICAL’S Tabulating Facilities 


No matter what your fact-and-figure requirements may 
be, STATISTICAL offers the mechanical equipment 
and personnel to solve your problems quickly, accu- 
rately and economically 


This tabulating service is so flexible that it can be 
adapted to your individual needs whether you have 
your own tabulating department or not--whether you 
need help regularly or only on an emergency basis. 
You'll be money ahead to call on STATISTICAL. 


Remember, STATISTICAL operates the largest in- 
dependent punched-card tabulating service in the 
country, manney by people with the skill and experience 


to do any taWalating job, small or large. 


Just phone or write our nearest office for the full story 
on STATISTICAL’S Tabulating, Calculating, Typing 


and Marketing Research Tabulations services. 


STATISTICAL TABULATING COMPAM 
53 West Jackson Boulevard e Chicago 4, Illinois 
Telephone: HArrison 7-2700 


St. Louis Office: Arcade Building, St. Louis 1, Mo. New York Office: 50 Broadway, New York 4, N. Y. 
Telephone: CHestnut 5284 Telephone: WHitehall 3-8383 





